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FOREIGN  OPERATIONS,  EXPORT  FINANCING, 
AND  RELATED  PROGRAMS  APPROPRIA- 
TIONS FOR  FISCAL  YEAR  1994 


TUESDAY,  FEBRUARY  23,  1993 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  2:33  p.m.,  in  room  SD-192,  Dirksen 
Senate  Office  Building,  Hon.  Patrick  J.  Leahy  (chairman)  presid- 
ing. 

Present:  Senators  Leahy,  Feinstein,  McConnell,  Mack,  and 
Gramm. 

NONDEPARTMENTAL  WITNESSES 

STATEMENT   OF   JOHN   SEWELL,   PRESmENT,    OVERSEAS   DEVELOP- 
MENT COUNCIL 

OPENING  remarks  OF  SENATOR  LEAHY 

Senator  Leahy.  Good  afternoon.  I  appreciate  you  all  being  here. 
First  I  want  to  welcome  the  newest  member  of  this  subcommittee, 
Senator  Feinstein  from  California.  The  Senator  has  shown  a  strong 
interest  in  the  subjects  that  we  cover  in  this  subcommittee.  She 
and  I  have  had  some  discussion  of  the  issue  of  foreign  aid  reform, 
which  is  something  that  we  know  will  be  faced  both  by  the  House 
and  the  Senate  this  year. 

Senator,  I  am  delighted  that  with  the  various  committees  and 
subcommittees  you  had  to  choose  from,  that  you  chose  this  to  be 
one  of  them.  I  am  pleased  to  have  you  here. 

Senator  Feinstein.  Thank  you  very  much,  Mr.  Chairman. 

Senator  Leahy.  We  also  have  a  new  ranking  minority  member. 
Senator  Mitch  McConnell,  who  is  tied  up  at  another  meeting  and 
who  will  join  us  a  little  later. 

I  should  note  that  Senator  McConnell  and  Senator  Sarbanes 
pulled  off  an  election  year  miracle  by  getting  a  bipartisan  foreign 
aid  authorization  bill  and  conference  report  through  the  Senate, 
something  that  happens  about  once  every  dozen  or  so  years.  But 
it  failed  in  the  House.  I  have  already  met  informally  with  Senator 
McConnell  to  discuss  our  plans  for  this  year. 

We  will  also  be  joined  by  two  other  new  members  on  the  minority 
side.  Senator  Connie  Mack  and  Senator  Phil  Gramm, 

(1) 


FOREIGN  AID  REFORM 

President  Clinton  gave  the  broad  outlines  of  his  fiscal  1994  for- 
eign assistance  request  last  Wednesday  night,  but  we  will  not  get 
the  detailed  foreign  aid  budget  until  some  time  in  the  latter  part 
of  March. 

The  administration  has  also  started  a  comprehensive  review  of 
the  foreign  aid  program.  They  do  not  plan  to  have  a  reform  pro- 
posal to  Congress  before  late  April.  The  new  administration  does 
deserve  time  to  develop  a  strategy  for  reform,  of  course.  And  I  look 
forward  to  working  with  them. 

Last  summer  I  wrote  to  both  President  Bush  and  then  Governor 
Clinton,  and  strongly  suggested  that  whichever  one  won  the  Presi- 
dency— it  was  the  same  letter,  the  same  information,  I  noted  to 
each  of  them  that  I  was  writing  to  the  other — would  have  to  look 
at  the  whole  area  of  foreign  aid  reform. 

Since  then,  I  have  talked  with  President  Clinton  and  I  have  writ- 
ten to  him  about  this,  and  I  have  met  with  the  Secretary  of  State 
and  the  Deputy  Secretary  of  State.  But  it  is,  as  they  understand, 
impossible  for  us  to  hold  off  here. 

And  we  will  hear  testimony  today,  and  next  Tuesday  from  out- 
side experts.  The  first  of  several  hearings  we  will  have  on  the  re- 
form of  foreign  aid.  And  then  we  will  followup  with  one  or  two 
more  hearings  from  administration  officials  on  the  issues  of  foreign 
assistance  reform.  And  then  once  we  get  the  full  budget,  we  will 
hold  budget  hearings  for  fiscal  1994.  We  have  invited  the  Secretary 
to  appear  here  on  March  30.  I  hope  that  works  out. 

Our  foreign  aid  program  does  need  reform  from  top  to  bottom.  It 
is  a  program  that  was  developed,  really,  at  the  outset  of  the  cold 
war  and  it  simply  is  not  up  to  the  global  challenges  that  have  re- 
placed communism  as  the  gravest  threats  to  our  security. 

Times  have  changed,  the  Berlin  Wall  has  come  down,  the  Soviet 
Union  has  broken  up  and  the  adversaries  that  we  faced  or  thought 
we  faced  are  no  longer  there.  Some  of  the  alliances  we  entered  into 
proved  to  be  of  more  benefit  to  those  we  allied  ourselves  with  be- 
cause of  what  they  received  from  the  United  States,  far  more  bene- 
ficial to  them  than  to  us. 

One  need  only  look  in  today's  paper  to  see  the  article  about 
President  Mobutu  and  then  look  back  at  all  the  money  that  were 
wasted  on  a  megalomaniac  tyrant  so  that  he  would  help  us  carry 
on  a  war  financed  through  the  CIA  in  a  neighboring  country.  Now 
we  all  sit  here  and  wonder  just  why  in  heaven's  name  the  war  is 
still  going  on,  to  say  nothing  about  why  we  got  into  bed  with  some- 
body whose  activities  toward  his  own  country  are  so  antithetical  to 
everything  our  Nation  stands  for. 

That  is  probably  one  of  the  more  egregious  examples,  but  an  ex- 
ample of  the  fact  that  we  allowed  foreign  aid  to  build  up  based  on 
misplaced  priorities  or  response  to  lobbying  groups  or  response  to 
Members  of  Congress  who  somehow  took  a  liking  to  this  country 
or  that,  or  whatever  else. 

But  now  we  have  a  world  dramatically  different  from  just  3  or 
4  years  ago,  to  say  nothing  about  the  sixties.  Everjrwhere  I  go  in 
Vermont  or  throughout  the  country,  people  ask  me  why  we  are 
spending  billions  of  dollars  in  foreign  aid  when  we  have  so  many 


problems  here  at  home?  Or  they  ask  where  is  the  sustained  eco- 
nomic development?  Where  are  the  democratic  societies  that  re- 
spect human  rights?  Why  do  one-quarter  of  the  world's  people  still 
live  in  squalor  if  we  are  getting  something  back  for  what  we  claim 
we  have  foreign  aid  for? 

I  discussed  many  of  the  reasons  for  the  current  disillusionment 
with  our  foreign  aid  program  in  a  speech  I  gave  on  the  Senate  floor 
recently,  and  I  plan  to  make  additional  statements  on  the  floor  on 
aspects  of  the  foreign  aid  reform  mission.  My  next  statement  will 
address  the  purposes  and  objectives  of  a  revamped  foreign  aid  pro- 
gram. 

Now,  with  a  new  President  and  new  Congress,  we  have  a  chance 
for  real  change  in  how  and  why  we  give  foreign  aid.  But  while  most 
agree  that  reform  is  needed  there  are  a  dozen  different  theories  on 
where  we  go  from  here.  We  need  to  hear  all  sides,  and  our  wit- 
nesses today  will  be  a  great  help  with  that. 

After  my  recent  meetings  with  Secretary  Christopher  and  Deputy 
Secretary  Wharton,  I  am  encouraged  bv  their  commitment  to  work 
with  Congress  to  chart  a  new  course.  Cooperation  is  going  to  be  es- 
sential if  real  reform  is  to  succeed.  And  I  must  say,  it  is  a  time  to 
utilize — not  test,  but  utilize  the  philosophies  of  the  late  Senator 
Vandenberg  and  make  it  a  bipartisan  effort.  Because  even  in  the 
best  of  circumstances,  reforms  will  be  a  difficult  process. 

Change  is  never  easy,  and  there  are  powerful  interests  who  want 
to  see  things  remain  the  way  they  are.  Certainly,  I  have  had  my 
phone  ring  off  the  hook  from  many  of  them  as  I  have  raised  the 
very  issue  of  changes  in  foreign  aid,  and  what  are  ultimately  going 
to  be  cuts  in  foreign  aid  just  about  everywhere  because  this  Nation 
cannot  afford  to  do  otherwise. 

So,  let  us  address  some  broad  questions.  What  are  our  foremost 
national  interests?  How  can  foreign  aid  further  those  interests? 
What  specific  goals  should  we  set?  How  can  the  program  be  re- 
structured to  achieve  the  greatest  impact? 

Before  we  go  to  our  panel  of  three  distinguished  witnesses  who 
have  thought  and  written  much  about  how  to  build  a  better  foreign 
aid  program,  I  yield  to  the  distinguished  Senator  from  California. 

OPENING  REMARKS  OF  SENATOR  FEINSTEIN 

Senator  Feinstein.  Thank  you  very  much,  Mr.  Chairman.  Thank 
you,  and  I  very  much  appreciate  being  a  part  of  this  committee. 

If  I  am  correct  in  what  I  read,  that  foreign  aid  has  really  de- 
clined some  40  percent  since  1972,  and  that  in  1991  a  total  of  about 
$57  billion  of  foreign  aid  was  distributed,  I  think  that  any  restruc- 
turing of  foreign  aid  with  respect  to  the  nineties  is  really  appro- 
priate. 

I  would  submit  to  you  that  the  foreign  aid  that  America  contrib- 
utes should  be  given  with  the  aim  that  it  not  contribute  to  world 
instability.  That  it  contribute  to  a  stabilizing  factor  rather  than  one 
that  is  destabilizing.  That  it  should  be  humanitarian  in  nature,  and 
that  it  should  be  directed  toward  the  highest  goals  of  mankind,  not 
some  of  the  lowest. 

One  of  the  things  that  has  begun  to  concern  me,  since  we  are  in 
the  era  of  defense  wind  down,  is  the  degree  to  which  we  wind  up 
arms  sales,  and  the  degree  to  which  we  destabilize  the  world  by 


adding  arms  sales.  It  would  seem  to  me  that  knowledge  of  arms 
sales  should  be  a  part  of  this  committee's  consideration  of  foreign 
aid. 

If  we  give  foreign  aid  and  it  is  turned  around  and  utilized  for  the 
purchase  of  arms,  I  think  the  committee  ought  to  know  that  up 
front  in  taking  the  action.  I,  for  one,  am  very  much  concerned  and 
would  like  to  see  continued  the  effort  to  remove  transparency  in 
arms  sales.  In  1991  substantial  progress  was  being  made  by  the 
administration  in  that  direction;  namely  toward  getting  the  Secu- 
rity Council  of  the  United  Nations  to  begin  to  come  to  grips  with 
the  problem  and  discuss  and  set  some  goals  that  arms  not  be  sold 
into  destabilized  areas,  that  they  not  be  sold  to  terrorists  and  to 
people  who  would  further  destabilize  the  area.  I  thought  that  was 
a  pretty  good  effort.  And  then,  of  course,  this  country  sold  F-16's 
to  the  Saudis  and  F-18's  to  Taiwan.  It  was  my  understanding  that 
China  then  pulled  out  of  further  discussions. 

I  would  just  like  to  say,  that  foreign  aid  should  be  humanitarian 
in  nature.  It  should  be  directed  toward  alleviating  some  of  the 
major  problems  of  hardship.  I  agree  with  your  statements  based  on 
human  rights,  because  I  think  human  rights  is  everybody's  busi- 
ness— human  rights  do  not  know  territorial  borders.  Foreign  aid 
should  also  protect  stability.  Knowledge  about  arms  sales  is  an  im- 
portant criteria  in  making  decisions  with  foreign  aid. 

And  I  thank  you  for  this  opportunity. 

Senator  Leahy.  Thank  you.  Senator.  I  must  admit  I  am  delighted 
to  hear  what  you  said.  It  raises  some  of  the  basic  questions  vital 
to  the  revamping  of  our  foreign  aid. 

OTHER  PREPARED  STATEMENTS  SUBMITTED  FOR  THE  RECORD 

At  this  point  I  would  like  to  include  some  statements  of  other 
Members  in  the  record.  Senators  McConnell  and  Mack  will  be  here 
a  little  later. 

[The  statement  follows:] 

Statement  of  Senator  McConnell 

Mr.  Chairman,  I  am  delighted  to  be  here  today  as  we  open  a  series  of  hearings 
on  the  future  of  foreign  aid.  Let  me  begin  by  commending  your  basic  issue  oriented 
approach  to  evaluating  where  we  should  head  with  reform.  While  a  few  reports  at- 
tribute the  failings  of  foreign  aid  to  management  problems  at  AID,  I  share  the 
Chairman's  view — and  I  quote  here  from  your  recent  floor  statement^we  need  "to 
find  a  new  approach  that  will  establish  a  relationship  between  foreign  assistance 
and  tangible  American  national  interests."  We  need  to  define  our  goals,  and  then 
structure  an  organization  to  meet  them. 

In  the  coming  months,  we  must  ask  ourselves  and  the  Subcommittee's  witnesses, 
what  are  our  national  priorities?  Are  population  issues  more  important  than  eco- 
nomic reforms?  Or,  should  we  scale  back  both  our  programs  and  expectations  and 
only  respond  to  catastrophes  such  as  a  famine  or  earthquake?  Should  we  tie  our  as- 
sistance to  the  purchase  of  American  goods  and  services  or  mix  credits  with  grants 
as  some  nations  currently  do? 

After  we  clarify  our  priorities,  we  must  consider  what  kind  of  organization  we 
want  to  carry  out  the  programs.  Although  I  believe  the  form  of  any  organization 
should  follow  our  definition  of  foreign  aid  functions,  there  are  obvious  issues  we 
need  to  consider  as  we  move  along.  Several  come  to  mind — should  we  encourage  a 
shift  in  our  emphasis  and  resources  from  bilateral  to  multilateral  programs?  What 
are  the  merits  of  consolidating  or  even  eliminating  programs  now  run  by  AID,  TDP, 
OPIC  and  other  agencies. 

Before  anyone  reports  back  to  Headquarters  I  am  axing  agencies,  let  me  reiterate, 
I  don't  think  you  can  make  a  decision  about  realignment  or  reorganization  until  we 


know  what  we  want  to  accomplish.  It  is  for  this  very  reason  that  I  have  not  yet 
supported  the  notion  of  moving  AID  into  State.  If  we  intend  for  AID  to  focus  only 
on  capital  projects  promotion,  it  might  belong  at  Commerce.  We  might  just  decide 
to  leave  well  enough  alone — ^it  is  simply  too  soon  to  tell. 

After  function  and  form,  the  last  problem  I  think  we  must  address  is  the  lack  of 
framework  or  index  for  evaluating  progress  in  our  programs — for  measuring  success 
at  the  project,  sector  and  country  levels.  In  the  brief  time  I  have  been  looking  at 
foreign  aid,  no  one  seems  to  be  able  to  identify  a  program  that  was  ended  because 
it  just  wasn't  working.  Once  funded — always  funded — that  seems  to  be  practice. 
Now,  part  of  this  problem  stems  from  Congressional  restrictions  on  reallocating  re- 
sources away  from  failures,  and  some  of  it  comes  from  a  reluctance  to  pull  the  plug 
on  a  program  because  of  the  larger  poUtics  of  the  bilateral  relationship.  But,  it 
seems  to  me  we  need  to  develop  some  consensus  on  what  determines  success  or  fail- 
ure. While  I  have  no  objection  to  sustaining  success,  I  join  the  public  in  wanting 
to  see  some  of  our  aid  recipients  graduate. 

As  we  proceed  down  this  road  of  reform,  these  are  just  a  few  of  the  issues  I  think 
we  should  pursue  if  we  are  to  develop  programs  and  poUcies  that  keep  pace  with 
the  remarkable  times  we  live  in.  Ironically,  just  as  we  have  unique  political  and  eco- 
nomic opportunities  around  the  world,  we  find  our  financial  resources  the  most  lim- 
ited. I  have  pointed  out  in  the  past  that  our  recent  total,  global  foreign  aid  appro- 
priations is  only  slightly  larger  than  the  commitment  we  made  to  Europe  alone 
under  the  Marshall  Plan.  But,  limited  resources  should  sharpen  our  focus  and  nar- 
row our  debate  to  a  discussion  of  what  we  can  realistically  achieve,  not  what  we 
wish  would  happen.  Wishful  thinking  and  good  intentions  can  no  longer  substitute 
for  good  poUcy  and  sound  programs. 

For  the  past  several  years  and  at  least  as  many  reports,  popular  support  for  for- 
eign aid  has  eroded.  The  fuel  for  the  public's  poor  perceptions  are  the  constant,  star- 
tling revelations  of  waste,  fi:^ud  and  abuse  uncovered  by  the  press,  the  Congress 
and  independent  audits.  Understandably,  the  pubUc  is  outraged  and  deserves  an- 
swers. Up  to  this  point,  the  answers  have  always  been  recommendations  to  improve 
evaluation  and  accountability,  cut  the  niimber  of  programs,  and  tinker  with  person- 
nel and  financial  practices. 

But,  our  efforts,  for  that  matter,  the  Administration's  efforts  have  been  just  that — 
tinkering  at  the  edges.  I  am  pleased  that  the  Chairman  has  chosen  a  broader  man- 
date for  these  hearings — to  look  beyond  last  week's  audit  results.  As  we  examine 
how  US  aid  serves  US  economic  and  security  interests  and  addresses  the  critical 
transnational  threats  we  face,  I  think  we  begin  the  important  process  of  rebuilding 
both  the  pubUc's  confidence  and  support  for  foreign  aid.  With  a  new  Congress,  a  new 
Administration,  and  nothing  less  than  a  new  world  order,  we  must  define  a  new  di- 
rection for  foreign  aid. 


Statement  of  Senator  D'Amato 

Mr.  Chairman,  I  wish  to  welcome  John  Sewell  of  the  Overseas  Development  Coun- 
cil, Steven  Sinding  of  the  Rockefeller  Foundation,  and  Peter  Davies  of  Interaction. 

What  we  are  discussing  here  today  is  the  reshaping  of  foreign  aid.  While  it  is  im- 
portant to  address  the  issue,  there  are  a  few  ideas  that  we  must  keep  in  mind  when 
doing  so.  We  must  remember  that  foreign  aid  helps  American  exporters  and  Amer- 
ican jobs.  We  must  also  remember  that  foreign  aid  helps  our  friends — friends  that 
give  us  a  great  deal  in  return. 

With  the  economy  what  it  is  today,  it  is  vital  that  while  reforming  foreign  aid, 
we  both  protect  and  create  jobs  for  Americans.  For  this  reason,  an  extremely  impor- 
tant part  of  our  foreign  aid  must  be  directed  toward  the  advancement  of  our  exports 
and  our  export  promotion.  It  was  for  this  reason  that  Senator  Leahy,  myself,  and 
seversil  other  Senators  attached  an  smiendment  to  the  Foreign  Operations  Bill,  last 
October,  that  prevented  A.I.D.  from  enticing  U.S.  businesses  to  move  overseas  ex- 
porting jobs,  not  products. 

Additionally,  there  are  hundreds  of  small  exporters  in  New  York  and  across  the 
country  that  wish  to  increase  their  business  through  exports,  and  they  should  be 
helped. 

FWthermore,  reform  of  foreign  aid  must  not  ignore  the  needs  of  our  friends  and 
those  who  truly  deserve  our  aid. 

Foreign  aid  might  not  be  popular  now,  but  if  we  fail  to  aid  those  who  need  our 
help  and  in  fact  provide  us  with  a  great  deal  in  return,  we  leave  them  in  dire 
straits,  damaging  ourselves  down  the  line. 


There  are  also  many  nations  that  need  our  help,  such  as  the  Baltic  states,  the 
new  states  of  Eastern  Europe,  Israel,  and  others.  We  must  not  forsake  them.  If  we 
do  so,  we  will  only  hurt  ourselves. 

While  we  must  reform  the  foreign  aid  process,  we  must  also  remember  who  we 
are  helping  and  how. 

Thardc  you  Mr.  Chairman.  I  am  sure  that  we  will  revisit  this  issue  in  the  near 
future. 


Statement  of  Senator  Mack 

Thank  you,  Mr.  Chairman.  I  am  very  pleased  to  be  joining  the  Foreign  Operations 
subcommittee  as  the  Congress  and  the  Administration  embark  on  the  most  com- 
prehensive reform  of  foreign  aid  in  decades.  1  know  that  this  subcommittee  will  take 
an  active  role  in  this  effort,  which  is  long  overdue  and  potentially  very  beneficial 
to  the  American  people  and  people  all  over  the  world. 

I  read  carefully  the  Chairman's  speech  on  the  Senate  floor  concerning  foreign  aid 
reform,  and  found  much  that  I  agreed  with.  The  questions  he  raised  in  his  state- 
ment are  indeed  the  questions  before  us  today.  Of  these  questions,  two  stand  out: 
First,  what  are  the  purposes  of  foreign  aid  in  the  post-cold  war  world?  Second,  why 
has  the  staggering  amount  of  foreign  aid  already  provided  to  the  developing  world 
failed  to  make  a  substantial  difference  in  the  struggle  of  nations  to  lift  themselves 
out  of  poverty? 

I  say  staggering  because,  according  to  OECD  figures,  the  net  flow  of  resources  to 
the  developing  world  between  1956  and  1991  was  $2.5  trillion.  That's  $2,500  billion. 
The  true  figure  for  resources  flowing  to  developing  nations  in  the  post-war  era  is 
probably  even  higher,  because  the  $2.5  trillion  does  not  include  military  aid  or  pri- 
vate charitable  aid. 

1  submit,  and  I  think  everyone  here  would  agree,  that  $2.5  trilhon  spent  over  35 
years  should  have  produced  a  number  of  true  success  stories — countries  that  had 
risen  out  of  poverty  and  no  longer  needed  foreign  assistance.  While  some  countries 
did  "graduate"  from  foreign  assistance  in  the  1960's,  almost  none  have  in  the  past 
20  years.  We  need  to  ask,  as  the  Chairman  does,  what  went  wrong? 

In  this  first  hearing  on  foreign  aid  reform,  I  hope  the  witnesses  will  address  a 
number  of  basic  questions,  such  as:  how  should  we  measure  success?  What  is  the 
relationship  between  economic  growth  and  improving  literacy,  life  expectancy, 
standard  of  living,  political  freedom  and  human  rights?  What  is  the  relationship  be- 
tween development  assistance  and  economic  growth? 

I  hope  that  this  and  hearings  to  come  will  go  far  in  answering  these  questions 
for  me,  so  1  look  forward  to  listening  to  todays  witnesses.  Thank  you,  Mr.  Chair- 
man. 

OPENING  STATEMENT  OF  JOHN  W.  SEWELL 

Senator  Leahy.  We  have  as  witnesses  today,  John  Sewell,  who 
is  the  president  of  the  Overseas  Development  Council,  Steven 
Sinding,  the  director  of  population  sciences  of  the  Rockefeller  Foun- 
dation, and  Peter  Davies,  who  is  the  president  of  InterAction. 

Mr.  Sewell,  if  you  would  begin,  then  just  go  straight  across  the 
table.  Please  give  us  your  statement,  but  also  try  to  help  me  to  un- 
derstand why,  with  all  our  pressing  domestic  needs,  should  we  con- 
tinue to  fund  the  foreign  assistance  program. 

Mr.  Sewell.  Senator,  thank  you.  I  very  much  appreciate  this  op- 
portunity to  testify.  Last  August,  I  remember  well  you  wrote  both 
Presidential  candidates  saying,  among  other  things,  that  the  cur- 
rent foreign  assistance  program  is  exhausted  intellectually,  concep- 
tually, and  politically.  I  share  that  view  and,  therefore,  believe  that 
the  task  that  you  have  undertaken  with  this  subcommittee  is  not 
only  very  timely,  but  it  is  intrinsically  important. 

I  am  going  to  draw  my  remarks  today — I  have  written  testimony 
today,  but  I  will  not  read  it,  you  may  rest  assured.  It  is  drawn 
heavily  from  two  publications. 

Senator  Leahy.  But  I  will  read  it,  I  want  to  assure  you. 


Mr.  Sewell.  Thank  you,  I  appreciate  that.  One  of  the  publica- 
tions my  testimony  is  based  on  is,  "An  Alternative  International  Af- 
fairs Budget"  the  most  recent  of  which  is  based  on  fiscal  year  1993. 
And  then  a  paper  produced  by  an  independent  group  of  develop- 
ment experts  on  the  future  of  U.S.  development  cooperation  called, 
"Reinventing  Foreign  Aid,"  a  group  which  the  Overseas  Develop- 
ment Council  convened  with  support  from  the  Rockefeller  Founda- 
tion. 

Senator  Leahy.  We  will  include  those  documents  in  the  record 
with  your  testimony. 

Mr.  Sewell.  What  I  am  going  to  say,  however,  are  obviously  my 
own  views  and  not  necessarily  those  of  my  colleagues  at  ODC,  or 
of  its  board,  or  anyone  else. 

I  think  you  put  your  finger  on  the  challenge  at  the  beginning  of 
these  hearings.  The  real  opportunity  and  challenge  is  to  forge  a  for- 
eign policy  that  seizes  the  opportunities  now  avzdlable  to  make  this 
country  stronger  at  home  and  abroad.  And  at  home  is  particularly 
important,  given  the  problems  we  face  in  the  United  States  at  this 
moment. 

You  have  raised  the  right  questions  concerning  the  reform  of  the 
aid  program,  but  it  is  very  important,  it  seems  to  me,  to  be  clear 
about  what  we  are  talking  about,  because  the  term  foreign  aid  cov- 
ers a  multitude  of  topics,  if  not  a  multitude  of  sins.  Sometimes  it 
is  used  to  talk  about  overall  American  interests  abroad  and  how  we 
meet  them.  Sometimes  it  is  used  to  talk  about  the  total  inter- 
national affairs  budget,  the  150  account.  Sometimes  it  is  used  to 
talk  about  overall  development  assistance — that  which  is  officially 
defined  as  official  development  assistance.  And  sometimes,  it  is  just 
meant  to  be  talking  about  AID,  our  bilateral  development  aid  agen- 
cy. 

And  those  are  different  questions,  because  I  believe  the  chal- 
lenges facing  both  the  Congress  and  the  administration  in  1993  go 
far  beyond  the  restructuring  of  the  foreign  aid  program  and  of  AID 
itself  In  fact,  that  is  a  derivative  Question,  depending  on  what  you 
think  our  interests  are  in  the  world  and  how  much  we  can  afford 
in  these  times  of  budgetary  stringency  to  promote  those  interests. 

And,  therefore,  I  welcome  the  opportunity  to  help  launch  this  im- 
portant debate.  You  are  out  of  the  gate  before  anybody  else,  as  far 
as  I  can  see,  but  we  will  have  other  opportunities,  particularly 
when  the  administration  submits  its  budget  some  time  toward  the 
end  of  next  month. 

When  you  look  out  at  the  old  and  new  developing  world — ^that  is, 
the  old  developing  world  of  Asia,  Africa,  and  Latin  America,  and 
the  new  developing  world  of  parts  of  Eastern  Europe  and  the 
former  Soviet  Union,  a  great  deal  has  happened.  And  clearly,  as 
you  said  at  the  beginning,  our  interests  have  changed  dramaticsilly. 
They  are  no  longer  dominated  by  military  security  concerns,  but 
really  fall  under  four  broad  headings  which  I  will  touch  upon  very 
lightly. 

One  is  our  interest  in  the  outside  world  in  enhancing  this  coun- 
try's competitive  position  as  an  economic  superpower.  Our  calcula- 
tions at  the  Overseas  Development  Council  indicate  that  if  the  de- 
veloping countries  grew  in  the  1990's  at  the  same  rate  they  grew 
in  the  1970's,  U.S.  exports  would  be  as  much  as  $30  billion  a  year 
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higher  within  3  years  time,  resulting  in  the  creation  of  as  many  as 
600,000  new  U.S.  jobs. 

And  in  that  regard,  it  is  very  interesting  to  look  at  the  recent 
Commerce  Department  report  that  was  released  last  year  that 
shows  that  almost  all  of  the  growth  in  American  exports  last  year, 
in  1992,  came  from  sales  to  poor  and  middle  income  developing 
countries.  That  grew  seven  times  faster  than  exports  to  our  other 
industrial  partners. 

That  is  the  first  interest.  Enhancing  our  competitive  position. 

The  second,  obviously,  is  sustaining  the  democratic  revolutions 
around  the  world  which  began  in  the  eighties  in  Latin  America, 
spread  to  Eastern  Europe,  and  now  the  Soviet  Union,  and  even  in 
^rica  itself.  Sustaining  those,  in  a  time  of  economic  stringency, 
and  enabling  newly  opened  political  societies  to  open  up  both  their 
markets  and  the  economy  deserves  very  high  priority. 

In  that  regard,  by  the  way,  policy  toward  the  states  of  the  former 
Soviet  Union  is  terribly  important.  And  I  would  hope  that  the  ad- 
ministration's new  apparatus — the  Ambassador  at  large  for  the 
new  independent  states — ^brings  together  not  only  a  knowledge  of 
those  countries,  but  also  the  processes  of  economic  and  political  re- 
form, and  has  a  large  input  into  U.S.  positions  at  the  international 
financial  institutions. 

The  second,  therefore,  is  sustaining  the  democratic  revolutions. 

The  third  is  ensuring  regional  peace  and  conflict  resolution,  as 
Senator  Feinstein  said.  Unfortunately,  despite  the  end  of  the  cold 
war,  the  world  is  not  going  to  be  a  safer  place,  as  we  know  to  our 
regret,  not  only  in  the  Third  World  but  also  in  Eastern  Europe. 
And  multilateral  efforts  on  peacekeeping,  regional  reconstruction, 
limiting  of  arms  transfers,  and  a  whole  range  of  other  measures 
will  be  terribly  important  and  should  be  the  real  focus  of  security 
policy. 

The  fourth  main  interest  of  the  United  States  in  the  world,  and 
particularly  in  the  old  and  new  developing  countries,  is  promoting 
sustainable  development. 

Now,  sustainable  development  is  term  that  means  many  things 
to  many  people,  and  the  independent  group  of  development  experts 
tried  to  come  to  grips  with  that  issue. 

They  define  sustainable  development  as: 

Economic  growth  that  brings  with  it  alleviation  of  poverty  and  preservation  of  the 
environment  for  successive  generations  in  a  context  of  government  accountability 
and  social  justice  consistent  with  the  aspirations  of  all  members  of  a  society. 

Promoting  sustainable  development  from  the  perspective  of  the 
United  States,  now  demands,  it  seems  to  me,  considerable  organi- 
zational innovation  in  the  executive  branch  itself. 

Now,  if  those  are  our  four  interests,  it  is  important  to  think 
about  them  in  terms  of  what  has  happened  in  the  developing  world 
and  how  what  I  will  call  the  development  game  has  changed  over 
the  last  4  years.  We  all  know  that  the  developing  world  has 
changed.  Many  more  countries  are  very  important  participants  in 
the  international  economy.  Those  trade  figures  I  quoted  show  that 
very  well. 

Aiid  they  have  changed  their  development  strategies  in  ways 
that  make  international  economic  cooperation  terribly  important. 
We  are,  after  all,  on  the  threshold  of  making  an  arrangement  with 
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a  major  developing  country  with  the  North  American  free  trade 
area  that  would  have  been  unthinkable  20  or  30  years  ago  for  a 
whole  variety  of  reasons. 

Those  changes  are  very  important,  but  the  changes  that  have 
gone  on  in  the  foreign  aid  business  are  equally  important  because 
not  only  have  a  number  of  countries  done  very  well  and  should  not 
be  getting  foreign  aid  as  traditionally  defined,  but  the  aid  business 
itself  has  changed. 

Let  me  just  tick  off  several  points  that  will  be  of  interest  to  you 
in  your  deliberations.  First,  we  no  longer  dominate  the  system.  In 
the  early  1960's,  we  provided  maybe  60  percent  of  all  foreign  aid. 
We  now  provide  about  16  percent.  And  a  good  deal  of  ours  went 
for  military  security  purposes  or  to  countries  that  were  better  off. 

Japan  is  now  the  second  major  donor.  Whether  they  are  just 
ahead  of  us  or  just  behind  us  in  any  given  year  is  a  moot  point, 
but  they  are  having  a  great  deal  of  difficulty  playing  that  role. 

There  are  now  many  more  providers  of  aid  overall.  There  was  a 
very  interesting  study  of  external  resources  provided  for  public 
health  in  the  Third  World  which  showed  that  where  the  United 
States  used  to  provide  the  majority  of  the  amount  of  foreign  aid  for 
public  health  in  the  Third  World.  We  were  now  1  among  many  do- 
nors ranging  through  16  other  OECD  countries,  Eastern  European 
countries,  U.N.  agencies,  OPEC  funds,  advanced  developing  coun- 
tries, and  probably  1,500  nongovernmental  organizations. 

Two  final  points  on  the  changing  aid  business.  It  is  dominated 
by  the  multilateral  institutions,  for  better  or  for  worse.  And  we  now 
face  a  whole  new  set  of  claimants,  both  countries,  most  notably 
those  states  of  the  former  Soviet  Union,  and  problems — ^AIDS, 
drugs,  environment,  migrations,  and  a  whole  range  of  other  issues. 

The  implications  for  this,  for  your  deliberations,  are  really  quite 
profound.  One  is  that  international  economic  policies  are  going  to 
be  much  more  important  than  anything  we  do  in  the  aid  field.  And 
that  is  good  news  in  the  sense  it  means  that  dealing  with  these 
problems  does  not  necessarily  mean  massive  increases  in  budgetary 
resources. 

In  fact,  what  you  do  on  trade  negotiations  or  what  you  do  about 
Western  Hemispheric  economic  arrangements,  or  what  you  do 
about  arms  control  limitations,  and  particularly  supporting  peace 
keeping  efforts  and  conflict  resolutions  do  not  cost  you  very  much 
budgetarily.  They  may  cost  you  politically  and  in  terms  of  time,  but 
it  is  not  a  huge  claim  on  budgetary  resources. 

And,  therefore,  we  believe  that  there  is  a  real  opportunity  here 
if  one  is  willing  to  think  new  thoughts  about  what  one  is  doing  in 
this  field.  That  is  why  the  independent  group  titled  their  document, 
"Reinventing  Foreign  Aid,"  because  the  implication  is  you  need  to 
be  a  lot  smarter  if  you  are  going  to  be  in  this  business. 

You  need  to  look  for  ways  to  use  always  limited  resources,  and 
they  are  going  to  be  limited  in  the  period  ahead,  to  use  them  stra- 
tegically to  set  international  agendas  and  to  leverage  support  from 
lots  of  other  donors  that  now  exist  for  goals  that  are  in  everybody's 
interests.  And,  therefore,  the  opportunity  facing  the  administration 
and  Congress  to  take  leadership  in  promoting  whatever  goals  we 
agree  on  among  ourselves. 
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In  the  paper,  "Reinventing  Foreign  Aid,"  the  independent  group 
of  development  experts  lays  out  some  suggestions  for  reform  of 
both  policies  and  programs.  I  do  not  want  to  deal  with  them  in  de- 
tail because  Steve  Sinding,  who  was  intimately  involved  in  that  ef- 
fort, is  going  to  take  up  that  subject. 

But  I  want  to  point  out  that  it  is  suggested  in  there  that  a  two- 
track  strategy  is  very  important;  that  given  the  dominance  of  the 
multilateral  development  agencies,  these  are  the  institutions  where 
we  are  able  to  leverage  substantial  resources  from  other  people, 
and  they  are  among  the  most  influential  of  the  development  agen- 
cies. And  they  do  certain  things  better  than  bilateral  programs. 

Equally  importantly,  however,  bilateral  agencies,  whether  they 
are  United  States  or  from  other  countries  are  more  capable  than 
the  multilateral  development  banks  of  engaging  in  a  whole  range 
of  activities  that  entail  day-to-day  involvement  with  governments 
and  nongovernmental  organizations  in  countries  and  without.  And, 
therefore,  a  two-track,  as  we  call  it  in  the  paper,  development 
strategy  is  terribly  important. 

We  do,  however,  in  that  paper  advocate  a  new  program  of  bilat- 
eral development  cooperation  and  set  out  several  criteria  it  should 
meet.  Let  me  just  run  through  those  very  briefly  before  winding  up. 

First  of  all,  it  has  to  symbolize  a  new  start  by  Congress  and  the 
administration.  It  is  important  to  remember  that  the  expertise  in 
Congress  is  at  least  as  great,  and  at  this  moment,  with  no  appoint- 
ments made,  probably  greater,  than  anything  in  the  executive 
branch,  itself 

Second,  it  has  got  to  provide  high  visibility  and  strong  advocacy 
for  what  I  will  call  sustainable  development. 

Third,  it  has  got  to  ensure  coherence  in  the  developmentally  con- 
sequential actions  of  other  Government  agencies,  particularly 
Treasury,  Agriculture,  OPIC,  USTR,  Exim,  Peace  Corps,  you  name 
them. 

Fourth,  it  has  got  to  ensure  a  consistent  development  perspective 
in  U.S.  policies  toward  the  multilateral  institutions. 

Fifth,  it  has  got  to  draw  into  the  development  enterprise  as  wide 
a  possible  roster  of  Government  and  nongovernmental  entities  with 
relevant  skills  and  perspectives. 

And,  finally,  it  has  got  to  attract  first-rate  people.  And  we  set  out 
a  group  of  suggestions  in  the  paper  by  the  independent  group  of  ex- 
perts to  that  end. 

Let  me  end  by  talking  a  little  bit  about  the  upcoming  debate,  be- 
cause if  we  are  fortunate  we  will  have  a  serious  debate  on  these 
issues.  And  that  is  why  I  welcome  these  hearings.  And  let  me  just 
lay  out  very  briefly  some  of  the  issues  around  which  that  debate 
is  going  to  take  place. 

First,  what  are  our  goals  in  the  program,  and  you  have  three 
contending  views  at  the  moment.  There  is  widespread  agreement 
that  the  bilateral  aid  mandate  should  be  more  focused  and  less  dif- 
fused, but  very  little  agreement  on  what  it  should  be.  Many,  par- 
ticularly in  the  nongovernmental  community  and  Congress,  favor 
focusing  on  sustainable  development,  as  we  define  it.  Others,  par- 
ticularly in  the  business  community  and  some  Members  of  Con- 
gress, endorse  direct  promotion  of  American  economic  interests,  ei- 
ther through  capital  projects  or  through  tried  aid.  And  a  third 
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school  favors  very  highly  the  promotion  of  democracy  as  the  central 
focus  of  the  aid  program.  That  is  one  set  of  arguments. 

Second,  perhaps  even  more  important,  are  allocation  criteria. 
Who  do  we  spend  money  on  and  why?  Is  it  to  pursue  our  foreign 
policy  interests,  whether  in  the  Middle  East  or  the  Soviet  Union? 
Should  it  be  allocated  to  goals  and  programs  of  sustainable  devel- 
opment or  of  democracy  with  country  choice  being  driven  by  those 
goals,  or  should  it  be  focused  on  the  poorest,  low-income  countries? 
And  that  is  going  to  be  a  particularly  tough  choice  given  the  budg- 
etary reductions,  the  existing  claims  of  the  Middle  East,  and  the 
obvious  claims  of  transition  in  the  former  Soviet  Union,  all  of 
which  risk  draining  a  large  proportion  of  the  available  funds. 

Then,  there  will  be  arguments  over  the  multilateral-bilateral  bal- 
ance. Unlike  a  decade  ago  when  there  was  a  great  skepticism  about 
the  multilateral  agencies,  there  is  general  agreement  on  the  need 
for  linkage  between  multilateral  and  bilateral  programs,  but  no 
agreement  on  who  has  that  mandate,  whether  it  is  AID,  whether 
it  is  some  new  entity,  or  the  State  Department  or  whatever. 

The  fourth  arena  for  debate  will  obviously  be  organizational 
structure.  The  oldest  and  most  contentious  issue  within  a  Washing- 
ton discussion  of  foreign  aid  reform.  Should  it  be  linked  closely  to 
the  State  Department?  Is  it  independent?  People  would  be  much 
more  in  favor  of  linking  the  development  program  closely  to  the 
State  Department  if  they  believed  the  State  Department  was  going 
to  take  leadership  on  what  I  will  call  global  issues. 

Senator  Leahy.  I  do  not  mean  to  cut  you  off  here,  but  I  am  just 
afraid  we  are  not  going  to  have  time  for  Mr.  Sinding  and  Mr.  Da- 
vies.  But  on  the  point  you  make  regarding  whether  coordination 
goes  to  State  Department  or  AID,  right  now,  it  is  not  going  any- 
where. 

Mr.  Sewell.  Exactly. 

FOREIGN  AID  PRIORITIES 

Senator  Leahy.  You  talk  about  the  amounts  of  money  in  the  for- 
eign aid  program,  one-third  of  it  goes  to  two  countries.  And  far,  far 
more  money  is  being  spent,  directly  spent,  in  Israel,  Egypt,  I  be- 
lieve even  Greece  and  Turkey,  than  we  are  spending  directly,  spe- 
cifically in  foreign  aid,  in  the  former  Soviet  Union — ^many,  many 
times.  And  yet  it  is  in  the  former  Soviet  Union  where  there  are 
tens  of  thousands  of  nuclear  warheads  and  a  democracy  that  is  ten- 
uous, at  best. 

I  do  not  want  to  go  into  discussions  of  personalities,  even  though 
I  cannot  be  relieved  of  my  duties  if  I  do.  I  think  all  of  us  would 
agree  there  is  a  tenuous  situation  in  Russia.  And  yet,  we  have  al- 
most an  inertia  in  foreign  aid  that  dictates  that  far,  far  more 
money  is  spent  in  places  like  Greece,  Turkey,  Israel,  Egypt,  than 
is  being  spent  in  the  former  Soviet  Union. 

Maybe  it  is  a  case  of  a  better  selling  job.  But  I  think  that  if  I 
go  into  a  town  meeting  anywhere  in  Vermont,  and  I  am  not  sug- 
gesting we  are  a  microcosm  of  the  country,  but  if  I  go  in  there  and 
ask  them  what  are  the  United  States  security  interests,  and  even- 
tually economic  interests  strongest,  Israel,  Egypt,  Greece,  Turkey, 
or  the  former  Soviet  Union.  I  will  tell  you  exactly  what  the  answer 
is  going  to  be.  It  is  going  to  be  the  former  Soviet  Union. 
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PREPARED  STATEMENT 


I  suspect  I  would  get  the  same  answer  anywhere  else  we  would 
go  in  the  country.  So  I  think  that  these  are  things  that  we  had  best 
be  asking  questions  on  before  we  simply  have  not  only  a  foreign  aid 
bill  with  expenditures  written  on  inertia,  but  have  policy  carried 
out  by  AID,  State  Department,  or  anybody  else,  or  by  earmarks  in 
the  Congress.  I  am  just  as  critical  of  the  idea  of  earmarks  in  the 
Congress  just  for  the  sake  of  having  earmarks. 

[The  statement  follows:] 
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STATEMENT  OF  JOHN  W.  SEWELL 

I  am  very  pleased  to  be  asked  to  testify  before  this  Subcommittee  as  it  begins  a  ver>'  important 
series  of  hearings  on  how  the  U.S.  foreign  aid  program  should  be  reformed  to  meet  the 
challenges  of  the  1990s.  As  Senator  Leahy  wrote  in  August  last  year,  the  current  foreign 
assistance  program  '...is  exhausted  intellectually,  conceptually,  and  politically."  I  share  that 
view  and  believe  that  the  task  the  Subcommittee  has  taken  on  is  both  very  timely  and 
intrinsically  important. 

My  testimony  today  is  drawn  from  several  sources.  The  first  is  Challenges  and  Frioritice  in  the 
1990is:  An  Alternative  U.S.  International  Affain  Budget,  FY  1993,  the  most  recent  in  a  series 
of  budget  publications  of  the  Overseas  Development  Council.  The  second  is  Reinventing 
Foreign  Aid:  A  White  Paper  on  U.S. Development  Cooperation  in  a  New  Democratic  Era,  a  paper 
prepared  by  an  Independent  Group  of  Development  Experts  convened  by  the  Overseas 
Development  Council  with  the  support  of  the  Rockefeller  Foundation.  I  will  be  happy  to  make 
both  publications  available  to  members  of  the  Subcommittee. 

The  view's  expressed  here,  however,  are  my  own  and  do  not  necessarily  reflect  those  of  my 
colleagues  at  the  Overseas  Development  Council,  or  its  Board  of  Directors. 

The  Challenges  and  Opportunities  Ahead 

The  massive  political,  social,  and  economic  changes  of  the  past  few  years  have  given  rise  to  a 
growing  debate  over  America's  role  in  the  post-Cold  War  world.  At  the  same  time,  however, 
issues  much  closer  to  home  are  demanding  attention.  Americans  are  worried  about  the 
economy;  about  government  programs  that  no  longer  seem  to  work;  about  the  decay,  povertj-, 
and  drugs  in  inner  cities;  and  about  lagging  behind  other  nations  in  education,  health  care,  and 
the  quality  of  life. 

The  challenge  for  American  policymakers  if  to  forge  a  foreign  policy-  that  seizes  the 
opportunity  to  make  the  United  States  stronger  at  home  and  abroad.  The  United  States  cannot 
do  everjlhing;  resources  are  scarce,  domestic  needs  are  great,  and  many  things  are  beyond  its 
control.  But  there  is  much  the  United  States  can  do  to  promote  its  own  interests  and  that  of 
the  global  community--and  at  a  mere  fraction  of  what  was  spent  fighting  the  Cold  War. 

The  Subcommittee  has  raised  the  right  questions  concerning  reform  of  the  foreign  aid  program. 
But  it  is  important  to  be  clear  about  the  scope  of  the  hearings  if  they  are  to  be  productive.  The 
term  "foreign  aid'  covers  a  multitude  of  topics.  Sometimes  it  is  used  to  talk  about  overall 
American  interests  abroad.  At  other  times  it  is  used  to  cover  the  total  international  afTairs 
budget  (i.e.  the  150  account),  or  just  development  assistance  (i.e.  ofTicially  defined  ODA).  Often 
it  is  used  to  mean  USAID  it«elf,  the  government  agency  most  identified  with  these  programs 
(despite  the  fact  that  it  controls  only  a  small  portion  of  the  overall  internationaJ  affairs  budget. 

I  believe  that  the  challenge  facing  the  Congress  and  the  Administration  goes  far  beyond  just 
restructuring  the  foreign  aid  program  (and  especially  AID  itaelf);  The  Congress  has  a 
marvelous  opportunity  to  use  the  debates  and  action  on  the  budget  to  rethink  American 
interests  abroad,  to  decide  how  much  we  can  afford  to  promote  those  interests,  and  how  scarce 
resources  can  be  allocated  across  programs  to  promote  those  interests. 

These  hearings  are  a  welcome  opportunity  to  launch  this  importiint  debate  on  future  policies 
and  programs.  TTie  discussions  will  intensify  when  the  Administration  submits  its  budget 
proposals  next  month.  The  budget  provides  an  important  fVamework  for  debating  and  deciding 
the  conceptual  underpinnings  of  a  post-Cold  War  foreign  policy  and  to  rethink  domestic  and 
international  priorities  In  the  context  of  always  limited  government  resources.  Non-defense 
foreign  policy  priorities  are  contained  in  the  section  of  the  budget  designed  '...to  promote 
American  interests  abroad." 

The  question  of  whether  or  not  the  U.S.  Government  is  equipped  to  deal  with  these  issues  and 
promote  these  challenges  is  a  derivative  of  the  debate  over  interests  and  priorities.  Therefore, 
decisionB  about  the  design  of  a  new  foreign  aid  program  or  indeed  of  AID  itself  depends  on  the 
answers  to  the  prior  questions.  The  Administration  has  committed  itself  to  making 
recommendations  in  that  regard  in  the  near  future.  The  issues  will  thus  be  joined  in  policy 
debate. 
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Changing  American  Interests  in  Development 

U.S.  interests  in  the  world,  particularly  in  the  "old"  developing  world  of  Asia,  Africa,  and  Latin 
America,  and  in  the  "new"  developing  world  of  Eastern  Europe  and  the  former  Soviet  Union, 
have  changed.  ( A  more  detailed  analysis  of  American  interests  in  the  developing  world  draN^-n 
fVom  0  i  D  i  C'b  Alternate  Budget  is  attached.) 

Theoe  interests  fall  under  four  main  headings.  Each  requires  new  strategies,  and  in  some  cases, 
organizational  innovation. 

Pursuing  these  new  post-Cold  War  objectives  will  require  strong  leadership  and  commitment 
but  not  necessarily  largs  increases  in  direct  government  expenditure.  For  instance,  negotiating 
increased  trade  openness  or  diplomatic  efforts  to  dampen  regional  conflicts  require  a 
commitment  of  political  time  and  energj-  and  multilateral  cooperation  in  a  wide  range  of  areas. 
But  those  efforts  do  not  involve  massive  increases  in  U.S.  international  affaire  spending.  (The 
0|D|C  publication  Challenges  and  Priorities  in  the  1990b  suggests  alternate  ways  of 
structuring  the  150  account,  and  proposes  funding  new  initiatives  by  ending  Cold  War  and 
other  outdated  programs.  The  analysis  was  based  on  the  Bush  administration's  proposals  for 
FY  1993  and  will  be  updated  when  the  new  budget  is  submitted  next  month.) 

They  include: 

1.  Fnhancing  America's  Competitive  Position.  Growth  and  development  in  Asia 
and  Latin  America  will  be  a  crucial  component  of  an  international  strategy  to 
expand  American  export  markets.  The  1980b  debt  crisis  cost  the  United  States 
1.7  million  jobs  as  a  result  of  lost  exports.  If  the  developing  countries  returned 
to  growth  rates  approximating  those  of  the  1970b,  U.S.  exports  to  those 
countries  could  be  as  much  as  $30  billion  a  year  higher  within  three  yeexs, 
reaulting  in  the  creation  of  as  many  as  600,000  new  U.S.  jobs.  (A  recent 
Commerce  Department  report  shows  that  almost  all  of  the  growth  in  American 
exports  last  year  came  from  Bales  to  poor  and  middle  income  developing 
countries  that  grew  more  than  seven  time  faster  than  exports  to  other  developed 
countries!) 

Strategies  to  enhance  U.S.  competitiveness  could  be  enhanced  by  grouping 
together  the  functions  of  STR,  Commerce,  Ex-Ira,  OPIC,  and  TDP  with  a 
coherent  overview  provided  by  the  new  NEC-NSC  structure.  (Export  promotion 
might  also  be  enhanced  if  Ex-Im  and  Commerce  took  on  the  task  of  funding 
capital  projects  in  the  better-off  developing  countries.) 

2.  Suetaining  Democratic  Revolutions.  The  beneFicial  political  openings  in  Eastern 
Europe,  the  former  Soviet  Union,  Latin  America,  and  Africa  are  fragile. 
Economic  pressure  on  the  new  regimes  are  severe,  and  a  political  backlash  could 
result  if  economic  and  social  improvements  are  too  long  delayed.  New  ways  of 
supporting  democracj-  directly,  as  well  as  a  strategic  multilateral  approach  to 
supporting  economic  and  political  reform,  deserve  high  priority. 

Consolidation  and  expansion  of  existing  programs  of  direct  democracy  support 
(particularly  the  new  Democracy  Corps  and  the  Peace  Corps,  as  well  as  the 
National  Endow,Tnent  for  Democracy)  are  essential.  These  programs  are 
complementary  to,  end  should  be  closely  coordinated  with,  a  reformed 
development  program. 

In  addition,  the  Clinton  Administration  needs  to  ensure  that  the  new  focal  point 
for  coordineting  policies  toward  the  former  So%'iet  Union-the  Ambassador-at- 
Large  for  New  Independent  States-brings  together  the  knowledge  of  economic 
and  political  reform  derived  from  the  developing-countrj-  experience  of  the  last 
decade  vvith  the  country  specific  knowledge,  particularly  of  Eastern  Europe  and 
the  former  Sonet  Union.  In  particular,  that  unit  needs  strong  input  into  the 
U.S.  positions  at  the  international  financial  institutionB. 
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3.  Ensuring  Regional  Peace  and  Conflict  Resolution-   Despite  the  end  of  the  Cold 

War,  the  developing  world  is  not  likely  to  be  a  safer  place  in  the  1990b.  The 
causes  of  instability  and  security,  as  well  as  the  roots  of  tensions  between  states 
in  the  developing  world,  will  remain  potent  forces  for  conflict.  Security  policies 
In  the  old  and  new  developing  worlds  need  to  focus  on  conflict  resolution,  arms 
control,  and  peacekeeping.  Multilateral  effortfl  to  support  reconstruction  and 
development  in  regions  where  conflict  is  ending  also  will  be  important. 

Conflict  resolution  and  peacekeeping  are  now  the  main  focuB  on  non-military 
international  security  policy.  Anns  control,  regional  diplomacy  and 
peacekeeping  need  to  be  linked  together  and  become  the  main  focus,  of  the 
existing  political-military  apparatus. 

A.  Promoting  Sustainable  Development.  The  Independent  Group  of  Development 

Experts  defined  'sustainable  development"  as  "...growth  that  brings  with  it  the 
alleviation  of  poverty  and  preservation  of  the  environment  for  successive 
generations  in  a  context  of  government  accountability  and  social  Justice 
consistent  with  the  aspirations  of  all  members  of  a  society."  In  addition, 
sustainable  development  can  have  a  further  impact  on  important  issues  such  as 
migration,  drug  production,  and  international  epidemics  (such  as  AIDS).  The 
Clinton  Administration  has  a  major  opportunity  to  take  leadership  on  these 
issues  by  refocusing  U.S.  development  programs. 

Promoting  sustainable  development,  however  demands  considerable 
organizational  innovation.  A.I.D.  should  be  radically  restructured  to  become  de 
facto  the  U.S.  "sustainable  development  agency'  and  to  take  account  of  the 
changes  that  have  taken  place  in  development  cooperation. 

The  Changing  Development  Game 

Most  importantly,  developing  countries  have  changed  and,  therefore,  development  cooperation 
policies  have  changed.  Many  developing  countries  are  now  important  participants  in  the 
international  economy,  and  have  changed  their  development  strategies  in  ways  that  require 
fundamentally  new  forms  of  development  cooperation.  These  changes  make  trends  and  policies 
In  International  trade,  finance,  and  investment  as  important  a  part  of  a  new  U.S.  development 
cooperation  strategy  as  foreign  aid,  and  they  Increase  the  need  for  a  better  coordination  of  a 
broad  range  of  government  policies. 

In  addition,  foreign  aid  has  evolved  over  the  paat  four  decades  from  a  process  dominated  by  the 
United  States  and  focused  on  war-torn  Europe  to  a  deepening  web  of  increasing  numbers  of 
donors,  recipients,  and  new  global  problems  that  must  be  dealt  with  in  a  much  more  complex 
world. 

Several  changes  have  considerable  import  for  reform  of  U.S.  development  cooperation  policies: 

1.  The  system  is  no  longer  dominated  by  the  United  States.  The  U.S.  now  supplies 
only  16  percent  of  overall  industrial  country  aid,  compared  with  57  percent  in 
the  early  1960b.  In  Fi'  1992,  over  half  of  U.S.  aid  went  to  militarj-  and  security 
programs-supporting  strategic  allies  or  renting  militarj'  bases.  A  good  deal  of 
U.S.  aid  (41  percent)  was  provided  to  better-off  developing  countries  and  is  not 
focused  on  pressing  development  problems. 

2.  Japan  has  emerged  as  a  ra^or  donor,  surpassing  the  United  States.  Yet  Japan 
is  not  well-equipped  to  lead  in  development  cooperation.  It  has  no  tradition  of 
involvement  in  development  cooperation,  its  aid  bureaucracies  are  fragmented, 
and  it  lacks  the  human  resources  to  manage  large-scale  development  programs. 
While  it  is  making  mammoth  strides  in  assuming  global  responsibilities,  Japan 
is  not  likely  to  be  the  dominant  development  leader. 

3.  There  ere  now  many  more  aid  providers.  Where  the  aid  business  was  once 
dominated  by  the  United  States,  there  are  now  an  expanding  group  of  donors- 
bilateral  and  multilateral,  public  and  private-extending  beyond  the  OECD 
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members.  (Soviet  and  Eafltern  Europfcan  aid  programs  are  certain  to  diminish 
if  not  disappear  completely.)  By  1986,  for  instance,  external  resources  for  health 
in  the  developing  world  were  being  provided  by  18  OECD  members,  5 
multilateral  banks  and  the  EC,  8  Eastern  European  countries,  12  UN  agencies, 
9  OPEC  {\inds,  at  least  6  advanced  developing  countries,  and  an  estimated  1500 
NGOs!  This  proliferation  of  donors  means  that  outsiders  that  wish  to  influence 
the  development  agenda  have  to  think  strategically,  seeking  to  leverage  other 
donor's  resources. 

4.  The  development  'debate'  now  is  dominated  by  the  multilateral  institutions. 

The  bitter  debates  over  policy  adjustment  and  its  "human  face"  have  affected 
decisions  on  stabilization  and  growth  policies  in  almost  all  developing  countries. 
The  World  Development  Reports  have  codified  the  current  state  of  thinking  on 
development  strategies;  UNDP  plays  a  similar  role  with  the  Human 
Development  Reports.  And  if  was  UNICEF  that  led  the  way  in  what  has  become 
known  as  the  Child  Survival  Revolution. 

6.  Finally,  there  are  a  host  of  new  claimants  and  problems  on  the  policy  agenda. 

Eastern  Europe,  and  now  the  components  of  the  former  Soviet  Union,  will 
dominate  the  debate  over  resources;  and  new  challenges,  such  as  ADDS,  drugs, 
the  environment,  and  migration,  loom  large  on  the  development  agenda. 

Reinventing  Foreign  Aid?  ■ 

Both  the  changed  nature  of  American  interests  abroad,  and  the  changes  that  have  taken  place 
in  the  pattern  of  development  cooperation  have  profound  implications  for  the  Subcommittee's 
deliberations  In  particular,  they  imply  that  the  United  States  needs  to  be  'smarter'  -•  we  need 
to  use  our  always  limited  resources  strategically  to  set  agendas  and  leverage  support  from 
others. 

There  is  now  broad  consensus,  inside  and  outside  government  and  across  party  lines,  that  U.S. 
development  efforts  ought  to  be  fundamentally  restructured  and  focused  on  the  goal  of 
sustainable  development. 

Sustainable  development  will  only  be  possible  if  countries  succeesfully  make  the  dirficult 
transitions  both  to  efficient,  growing  economies  that  fairly  distribute  the  fruits  of  economic 
progress  and  to  democratic  political  and  economic  structures  that  give  people  a  voice  and, 
therefore,  a  stake  in  their  own  future.  U.S.  development  policies  have  an  important  role  to  play 
in  both  transitions. 

The  United  States  now  has  an  unparalleled  opportunitj'  to  take  leadership  in  promoting  these 
goals.  Fortunately,  it  does  not  have  to  bear  the  full  burden.  There  are  many  more  development 
agencies  and  donors,  and  the  developing  countries  themselves  have  developed  considerable 
competencies. 

Managing  a  Two-Track  Strate^ 

Both  multilateral  and  bilateral  institutions  are  crucial  instruments  of  development  cooperation. 
The  United  States  needs  to  crafl  a  coherent  development  cooperation  strategy  based  on  what 
each  can  do  best. 

The  multilateral  development  institutions,  which  are  able  to  leverage  substantial  resources,  are 
now  among  the  most  influential  development  agencies.  They  have  strengths  In  three  areas: 
1)  support  for  macroeconomic  policy  reforms  that  underpin  economic  growth  end  that  require 
high-level,  technical  policy  advice,  and  large-scale  balance  of  payments  funding;  2)  financial 
leadership  and  coordination  In  complex  sectoral  programs  that  involve  a  combination  of  policy 
reform,  Institutional  change,  and  financiei  support;  and  3)  large-scale  investments  in  areas 
such  as  telecommunications  and  transportation. 

Although  the  multilateral  development  institutions  have  the  capacity  to  provide  this  support, 
they  need  to  adapt  their  policies  to  meet  the  new  challenges-most  notably  In  promoting 
environmental  sustalnability,  reducing  military  expenditures,  and  renewing  the  attack  on 
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poverty.  In  addition,  they  need  to  involve  more  local  participation  in  project  selection  and 
implementation,  adopt  more  open  operating  procedures  that  would  make  such  participation 
poBflible,  and  ensure  that  benefits  of  projects  are  more  equitably  distributed. 

Dilateral  agencies  are  more  capable  than  the  multilateral  development  bank£  of  engaging  in 
activities  that  entail  day-to-day  involvement  with  governments  and  nongovernmental 
organizations,  whether  non-profit  or  profit-making. 

Bilaterals  can  engage  in  attivities  that  are  smaller  in  scale,  that  involve  a  multiplicity  of  actors 
x^Tthln  given  societies,  and  that  provide  opportunities  for  experimentation  with  new  approaches 
and  methods.  For  instance,  they  are  better  at  working  with  nongovernmental  organizations 
than  the  multilateral  banks.  The  bilaterals  are  also  much  more  adept  at  providing  technical 
assistance  and  training.  And  donor  countries,  including  the  United  States,  continue  to  have 
country  and  regional  interests  that  can  not  be  fully  addressed  by  the  multilateral  institutions. 

There  is  good  reason,  in  other  words,  for  the  United  States  to  maintain  a  two-track 
development  cooperation  strategy.  But  the  same  set  of  program  priorities  will  need  to  govern 
U.S.  policies  and  activities  at  both  a  bilateral  and  multilateral  level  if  the  goal  of  sustainable 
development  is  to  be  advanced  effectively.  And  it  follows  logically  that  thf  agencj-  responsible 
for  managing  U.S.  bilateral  development  cooperation  programs  also  represent  the  United  States 
in  the  multilateral  development  banks  and  in  United  Nations  and  other  multilateral 
development  institutions. 

Has  AID  outlived  its  time? 

No  programs  in  the  budget  are  more  in  need  of  change  than  those  designed  to  promote 
sustainable  development  in  specific  countries.  Bilateral  aid  needs  to  be  redesigned  to  meet 
common  global  challenges  more  effectively. 

Bilateral  development  agencies  of  many  nations,  including  the  United  States,  will  continue  to 
make  tubstantial  and  in  many  cases  unique  contributions  to  promoting  euetainable 
development.  The  diversity  of  a  wide  range  of  bilateral  programs  ofTers  the  opportunity  to 
experiment  and  find  the  best  methods  to  deal  with  problems  of  common  concern.  The  United 
States,  with  expertise  developed  over  the  years,  has  distinct  comparative  advantages  around 
which  it  should  build  a  transformed  bilateral  assistance  effort. 

\\'hile  bilateral  assistance  programs  remain  important,  many  in  Congress  and  the  development 
community  are  concernnd  that  USAID  is  inadequate  to  meet  today's  challenges. 

The  agency  still  has  certain  etrengths-a  solid  cadre  of  professionals,  a  valuable  field 
organization,  and  some  substantive  strengths.  However,  USAID  is  dominated  by  short-term 
concerns  rather  than  long-term  planning,  its  staff  is  demoralized,  and  it  has  only  a  minor  voice 
in  setting  U.S.  development  policy  priorities.  In  addition,  the  agency  is  hobbled  by  too  much 
specific  congressional  direction  on  how  and  where  to  use  it«  funds.  It  will  have  difficulty 
regaining  its  former  stature. 

A  new  bilateral  program  of  cooperation  for  sustainable  development  should  meet  the  following 
criteria: 

■  symbolize  a  new  start  by  Congress  and  the  administration; 

■  provide  high  visibilitj-  and  strong  advocacy  for  sustainable  development; 

■  assure    coherence    in    the    deveiopmentally    consequential    actions    of   Treasury, 
Agriculture,  HHS,  State,  OPIC,  USTR,  EX-IM.  Peace  Corps,  EPA,  Interior, 
Commerce,  and  other  agencies  with  international  roles; 

■  ensure  a  consistent  development  perspective  in  U.S.  policj'  toward  the  multilateral 
institutions, 

■  draw  into  the  development  enterprise  as  widely  as  possible  a  roster  of  government 
and  nongovernmenLa!  entities  with  relevant  skills  and  perspectives; 

■  attract  first-rate  people; 
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To  meet  these  criteria,  change  in  organization  and  etructure  is  required,  not  the  least  to  give 
the  new  development  cooperation  program  the  characterieticB  of  partnership,  flexibilitj-, 
innovation,  and  efTectivenese. 

Reinventing  Foreign  Aid  luggeste  organizational  innovation  at  both  the  White  Houae  and 
Department  levela. 

At  the  ^Tiite  House  Level 

The  Independent  Group  of  Expert*  recognized  a  truth  confirmed  by  much  experience;  neither 
the  development  cooperation  agency  Itaelf,  nor  the  State  Department,  nor  any  other  cabinet 
department  can  impose  coherence  or  coordination;  only  an  entity  that  speaks  for  the  President 
can. 

The  report  recommends  the  establishment  of  a  Development  Coordination  Group  in  the  OfTice 
of  the  President  (presumably  ae  part  of  the  new  NSC-NEC  structure)  to  establish  overall  policy 
coherence  in  a  particularly  effective  way  and  to  help  meet  other  important  objectives  at  the 
•ame  time. 

This  group,  which  would  be  charged  with  the  coordination  fbnction,  would  be  composed  of 
Under  Secretary  level  ofTiciaie  fVom  State,  Treasury,  EPA,  and  Agriculture;  the  deputy  director 
of  0MB,  the  director  of  the  development  cooperation  agency,  and  the  chief  of  the  National 
Economic  Council.  Other  ofHclals  would  be  invited  to  particular  meetings  as  appropriate.  The 
Group  would  be  staffed  by  both  development  cooperation  agency  and  NSC/NEC  personnel. 

At  the  Departmental  Level 

The  Group  recommended  a  new  Sustainable  Development  Cooperation  Agency  to  perform  the 
following  functions: 

■  understand  the  full  range  of  developmental  needs  and  formulate  U.S.  development 
cooperation  policy  accordingly; 

■  give  leadership  in  the  development  community  including  the  multilateral  institutions, 
UN  development  agencies,  and  other  bilateral  donors; 

■  effectively  staff  the  interagency  coordination  process; 

■  proN-ide  full-time  xneibility  and  advocac}'  for  development  cooperation; 

■  fund,  oversee,  and  monitor  all  U.S. -sponsored  development  efforts  in  the       Tield; 

•  evaluate  progress,  sj-nthesize  the  lessons  of  experience,  and  bring  that  learning  to 
bear  on  future  policy  and  operations. 

The  new  Agencj'  would  be  responsible  for  bringing  together  outstanding  talent  on  development 
issues;  recognize  the  Importance  of  ideas  and  the  necessit)'  of  coherent  etratepes;  and  gather 
together  expertise  to  influence  multilateral  bodies,  shape  an  integrated  development 
cooperation  program,  and  conduct  policj-  dialogues  and  innovative  initiatives  with  developing 
countries.  It  would  be  responsible  for  representing  the  United  States  at  the  multileteral 
development  banks,  as  well  as  at  United  Nations  and  other  multilateral  development  agencies. 
(This  would  require  the  transfer  of  these  responsibilities  from  Treasury  and  State-a  matter 
that  should  be  clarified  early  with  the  incoming  SecreUriee.)  The  policy  unit  would  also  be 
responsible,  along  with  the  relevant  Executive  Office  body,  for  euffing  the  Development 
Coordination  Group. 

Operationally,  the  SDCA  would  function  in  a  much  more  flexible  manner  than  existing  USAID 
bureaus,  with  the  latitude  to  support  both  large-scale  efforts,  and  the  smaller-scale  projects 
that  are  so  essential  to  eustainable  development.  It  would  be  open  to  all  bidders  and  would  seek 
to  involve  both  for-profit  and  nonprofit  agencies  in  this  country  and  abroad.  It  would  also  be 
freed  from  ehort-Urm  foreign  policy  concerns  and  the  encumbrance  of  unnecessary  regulations 
and  congressional  micromanageroent. 
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The  SDCA  staff  would  design  programs  and  channel  resources  on  a  competitive  basis  to 
institutions  and  programs  best  able  to  implement  those  programs.  These  could  include  US. 
government  agencies,  multilateral  institutions,  private  voluntary  and  nongovernmental 
institutions  in  this  country  and  abroad,  universities,  and  cooperatives  among  others.  The 
Program  Operations  Division  would  operate,  in  other  words,  more  like  a  foundation  than  the 
existing  USAID's  bureaus. 

Two  other  functions  of  the  SDCA  would  be  particularly  important.  It  would: 

■  Strengthen  the  work  of  the  United  States  and  particularly  indigenous, 
nongovernmental  organizations. 

These  organizations  have  become  increasingly  important  and  innovative  development 
agencies,  and  they  are  part  of  the  fabric  of  organizational  pluralism  that  encourages 
more  parti cipator^'  political  systems. 

■  Tap  for  development  programs  the  expertise  of  domestic  agencies. 

Agencies  whose  primary  mission  is  not  foreign  asBiBtance-EPA,  HHS,  USDA, 
DOE,  and  others-have  important  relevant  functional  skills;  using  them  well 
requires  that  the  development  cooperation  agencj"  have  in-house  knowledge  and 
aptitude  to  deal  effectively  with  professionals  in  the  substantive  fields. 
The  Division  could  be  organized  with  functional  or  geographic  emphasis. 

■  Strengthen  the  capacities  of  the  developing  countries  to  design,  adapt,  and  use  the 
latest  technolor^'  for  development  needs. 

The  Agency  will  need  to  tap  the  resources  available  for  development  cooperation  to  be 
found  In  the  U.S.  private  sector  and  universities,  research  centers,  and  volunteer 
organizations;  and  to  give  priontj'  to  technological  issues  that  cut  across  regions  and 
sectors. 

■  Develop  and  coordinaie  U.S.  poHcie?  to  facilitate  the  economic  and  political 
transitions  in  Eastern  Europe  and  the  new  states  of  the  former  Soviet  Union. 

Working  closely  with  the  Departmenta  of  State  and  Treasury,  it  also  would  be 
responsible  for  monitoring  the  acti\-itie8  of  the  multilateral  agencies  in  these  countries, 
and  for  coordination  with  other  donors.  Ita  program  would  focus  primarily  on  the 
establishment  and  strengthening  of  market-related  institutions  thtough  providing 
technical  assietance,  policy  ad%-ice,  and  financial  support.  An  operational  field  program 
with  staff  resident  in  these  countries  would  be  essential  in  developing  the  relationships 
and  understanding  of  local  conditions  and  problems  necessary  to  the  formulation  and 
implementation  of  an  effective  strategy  of  international  support. 

Organizing  the  Division  functionally  would  emphasize  the  focus  on  longer-term  issues  of 
development  where  the  United  States  can  bring  to  bear  unusually  strong  institutional  and 
human  resources.  It  would  also  reinforce  the  Agency's  independence  from  short-term  exigencies 
of  foreign  policj'  that  currently  result  in  frequent  and  abrupt  changes  in  program  direction  and 
emphasis.  Finally,  if  the  new  Agency  is  to  exercise  strong  oversight  over  U.S.  participation  in 
the  multilateral  development  institutions,  it  must  be  staffed  by  credible,  first-rote  development 
experts  who  are  able  to  hold  their  own  with  those  who  make  or  shape  policy  in  these 
international  institutions. 

The  priority  objectives  of  the  new  development  cooperation  program  require  that  host  countr>' 
policy  be  affected.  This  means  that  the  operations  staff  must  understand  the  power  structure 
and  political  dynamics  of  each  country  in  which  the  Agency  operates  and  must  see  how  to  link 
it*  own  work  to  other  U.S.  policies  and  internationally  supported  initiatives  that  affect 
development  in  a  particular  country.  It  is  unlikely  to  do  that  without  a  strong  geographic 
orientation. 

Program  ofTices  in  the  field  would  be  staffed  according  to  specific  country  conditions  and  may 
in  many  cases  look  quite  different  from  present  USAID  missions. 
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They  would  not  necessarily  be  present  in  every  country. 


■  In  more^dvanced  countries,  where  the  United  States  decides  to  work  on  a  particular 
global  problem  such  as  AIDS  research,  the  stafT  could  be  very  small;  whereas  in  offices 
in  poorer  countries  in  which  the  agency  is  deeply  involved,  the  stafT  might  be 
measurably  larger. 

■  The  offices  should  be  staffed  by  those  with  years  of  experience  in  administering 
development  programs  overseas,  including  designing  appropriate  strategies,  negotiating 
agreements,  monitoring  projects,  and  maintaining  efTective  working  relationships  \^nth 
host  country  officials  and  organizations. 

The  Upcoming  Debate 

These  hearings  hopefully  are  the  opening  of  a  serious  debate  about  U.S.  interests  in 
development  and  development  cooperation  that  will  take  place  over  the  coming  months.  It  may 
be  useful  therefore  to  lay  out  some  of  the  issues  around  which  that  debate  will  take  place. 

They  include: 

1.  New  Program  Goals:  There  is  widespread  agreement  that  the  bilateral  aid  mandate 
should  be  more  focussed  and  less  difTuse.  There  are  however  differing  schools  of 
thought  about  what  that  focus  should  be.  Many,  particularly  in  the  non-governmental 
community  and  in  Congress,  favor  a  focus  on  sustainable  development,  encompassing 
alleviation  of  poverty,  protecting  the  physical  environment,  and  fostering  political 
participation.  Others,  including  business  and  a  small  group  of  members,  endorse  the 
direct  promotion  of  American  economic  interests  through  capital  projects  and  tied  aid. 
A  third  school  endorses  promotion  of  democracy  as  the  central  focus  of  the  aid  program. 

2.  Allocation  Criteria:  There  are  at  least  three  strong  views  on  how  available  funds  should 
be  allocated.  Some  feel  that  allocations  should  be  driven  by  foreign  policy  interests  in 
particular  countries  or  regimes,  notably  in  the  Middle  East  or  the  former  Soviet  Union. 
Othera  feel  that  fbndi  ahould  be  allocated  to  promote  goals  important  to  American 
interests,  whether  democracj'  or  sustainable  development.  Country  choice  would  be 
driven  by  those  goals.  Finally,  a  third  group  favors  focussing  aid  on  the  poorest,  low 
income  countriea. 

Allocation  choices  become  critical  in  light  of  severe  budget  stringencies.  For  instance, 
concern  about  peace  In  the  Middle  East  and  transition  in  the  former  Soviet  Union  run 
the  risk  of  draining  a  large  proportion  of  available  fbnds. 

3.  Multilateral-Bilateral  Balance:  A  decade  ago  there  was  great  skepticism  about  the 
multilateral  agencies.  Now,  however,  there  is  general  agreement  on  the  need  for  a  closer 
linkage  between  multilateral  and  bilateral  aid  programs  and  policies.  This  issue  will  be 
important  as  the  claims  on  bilateral  funds  grow,  and  as  multilateral  opportunities 
emerge,  particularly  in  funding  the  World  Bank's  EDA,  implementing  the  Agenda  21 
agreements  reached  at  last  year's  UNCED  conference,  and  as  the  U.S.  seeks  to  restore 
its  leadership  at  the  United  Nations.  There  is  less  agreement  however  on  an  active  role 
for  AID  (or  its  successor)  in  U.S.  policies  towards  the  multilateral  institutions. 

4.  Organizational  Structure:  The  disagreement  over  the  location  of  the  bilaterel  aid 
program  have  as  much  to  do  with  the  (bture  direction  of  American  foreign  policy  and 
the  role  of  the  State  Department  as  they  do  with  the  operations  of  the  program  itself 
Those  who  believe  foreign  policy  decisions  should  drive  aid  programs  believe  AID  should 
remain  dominated  by  State:  others  would  accept  this  only  if  they  believe  that  the 
Department  has  the  commitment  and  ability  to  take  leadership  on  the  new  global 
issues.  If  it  does  not,  they  would  prefer  to  have  the  development  program  become  as 
independent  of  the  State  Department  as  possible. 

5.  Executive  •  Congressional  Relations:  Some  restoration  of  trust  between  Congress  and 
the  EJxecutive  will  be  necessary  if  programs  of  development  cooperation  are  to  be  made 
more  efficient  while  at  the  same  time  ensuring  that  program  implementation  reflects 
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congressional  intent.  There  ie  little  discussion  and  no  seeming  agreement  on  how  that 
can  be  Bchieved.  It  is  difTicult  for  an  outsider  to  make  eugge?tion8  cfn  this  issue,  but 
Senator  Leahy's  call  for  early  consultationp  between  new  Administration  officials  and 
key  congressional  leaders  euggeste  a  very  important  first  step. 


U.S.  INTERESTS  IN  DEVELOPING  COUNTRIES:  PRIORITIES  IN  A 

CHANGING  WORLD 

Foreward 

The  diesolution  of  tho  adversarial  relationship  between  the  former  Soviet  Union  and 
the  United  States  and  the  wave  of  economic  and  political  liberalization  around  the  world  have 
ft'eed  the  United  States  to  focus  it«  attention  on  pressing  concerna  at  home.  Global  action  is 
needed  to  address  these  so-called  domestic  concerns  and  to  advance  long-term  U.S.  interosts. 

The  enclosed  background  paper,  "U.S.  Interests  and  Developing  Countriee;  Priorities 
in  a  Changing  World,"  by  ODC  President  John  Sewell,  provides  tangible  reaeons  for  resisting 
the  isolationist  sentiments  espoused  b}*  some  today.  Many  economic,  environmental,  political, 
and  social  challenges  currently  facing  the  United  States  can  only  be  dealt  with  through 
cooperation  with  developing  countries.   For  example: 

♦  If  the  developing  countries  could  return  to  the  growth  rotes  of  the  19708  (before  tho 
debt  crisis),  U.S.  exports  to  the  Third  World  could  be  $30  billion  a  year  higher  within  three 
years,  creating  as  many  &b  600,000  new  U.S.  jobs. 

♦  Most  Illicit  drugs  sold  in  the  United  States  are  grown  in  developing  countries,  often 
by  poor  farmers  without  other  means  of  generating  cash  income.  Effortfl  to  halt  the  flow  of 
drugs  into  the  United  States  will  only  be  successful  if  poor  people  in  drug-producing  countries 
are  provided  with  viable  economic  alternatives. 

♦  Many  Americans  are  concerned  that  illegal  immigrants  take  jobs,  depress  wag^s,  and 
increase  the  burden  on  social  services.  A  report  commissioned  by  the  U.S.  Congress  concluded 
that  the  only  long-term  solution  to  illegal  immigration  is  sustained  economic  development  in 
developing  countries. 

The  United  States  has  an  historic  opportunity  to  help  improve  tho  lives  of  millions  of 
people  in  the  developing  world  and  in  doing  so  to  improve  the  well-being  of  millions  of 
Americans.   I  strongly  urge  you  to  embrace  this  opportunity. 

The  United  States  has  an  unprecedented  opportunity  in  the  next  few  years  to 
exercise  global  leadership  in  shaping  the  post-Cold  War  world  and  simultaneously  to 
address  pressing,  previously  neglected  challenges.  In  the  past  decade,  the 
preoccupation  with  confronting  communism  abroad  was  paralleled  by  a  neglect  of 
problems  at  home.  Although  domestic  issues  now  deserve  priority,  the  United  States 
cannot  ignore  the  world  beyond  its  shores,  which  in  many  coses  has  a  growing  impact 
on  U.S.  problems.   The  challenge  for  U.S.  policymakers  is  to  forge  a  foreign  policy 
that  seizes  the  opportunity  to  make  the  United  States  stronger  at  home  and  abroad. 

Recent  rapid  and  dramatic  chariges  in  Eastern  Europe  and  the  Commonwealth 
of  Independent  States  (CIS)  have  grabbed  the  world's  attention,  but  the  developing 
countries  are  as  important,  if  not  more  so,  to  the  fbture  well-being  and  prosperity  of 
the  United  States.   Many  economic,  environmental,  social,  and  political  challenges 
facing  the  United  States  can  only  be  dealt  with  through  cooperation  with  other 
nations,  including  those  in  the  developing  world. 

ECONOMIC  INTERESTS 

U.S.  Exports  and  JobB  In  the  1970b,  the  developing  countries  emerged  as 
m^or  export  roarkeu  for  American  industry.   In  1981,  they  bought  41  percent  of  U.S. 
exports,  more  than  Japan  and  Western  Europe  combined.  After  1982,  however,  the 
debt  crisis  and  global  recession  eroded  developing-country  markets;  in  1986,  the 


22 


developing-country  share  of  U.S.  exports  dropped  to  32  percent.  Despite  overall 
improvement  in  U.S.  exports  in  the  latter  part  of  the  decade,  by  1990  the  developing- 
country  share  of  U.S.  exports  was  still  only  34  percent,  and  the  United  States  had 
lost  an  estimated  1.7  million  jobs  due  to  lost  export  opportunities. 

At  the  end  of  1991,  the  United  States  had  a  merchandise  trade  deficit  of  $66 
billion  and  over  9  million  Americans  were  unemployed.   Although  the  largest  U.S. 
bilateral  trade  deficit  is  with  Japan,  the  United  States  buys  more  than  it  sells  to  most 
other  countries,  many  of  which  are  severely  indebted.   Faster  gro>^th  In  debt- 
burdened  developing  countries  would  expand  U.S.  exports  and  create  American  jobs. 
If  the  developing  countries  return  to  growth  rates  approximating  those  of  the  1970b, 
U.S.  exports  to  developing  countries  could  be  as  much  as  $30  billion  a  year  higher 
within  3  years,  resulting  in  the  creation  of  as  many  as  600,000  new  U.S.  jobs.  (See 
Figures  I  and  2) 

El^ergy  Dependence.  Nearly  a  quarter  of  all  oil  consumed  in  the  United 
States  comes  from  developing  countries  outside  the  Persian  Gulf.   The  United  States 
both  for  humanitarian  reasons  mid  to  address  important  global  issues.  Poor  fanners 
grow  coca  because  they  have  no  alternative  iources  of  income,  and  they  destroy 
tropical  forests  because  they  are  desperate  for  land.  Illegal  immigrants  come  to  the 
United  States  because  of  economic  stagnation  In  their  home  countries.  And 
disparities  between  rich  and  poor  countries  contribute  to  regional  and  global  political 
instability. 

Poverty  is  not  confined  to  the  developing  countries  but  has  grown  in  the  last 
decade  in  the  United  States,  particularly  among  children.  Domestic  and  International 
programs  to  alleviate  povery  are  often  underfunded  and  Implemented  ttom  above 
without  actively  Involving  the  people  affected. 

Population.  Few  global  problems  affect  U.S.  national  interests  as  broadly  as 
population  growth.   If  present  fertility  trends  continue,  today's  world  population  of 
6.4  billion  will  nearly  double  by  2060.   Over  90  percent  of  the  population  Increase  will 
occur  in  developing  countries. 

Virtually  all  developing  countries  in  which  the  United  States  has  strong 
economic  or  strategic  interests  suffer  from  population  pressures  sufficiently  serious  to 
undermine  their  future  political  viability.   Over  the  next  two  decades,  population 
growth  may  also  contribute  substantially  to  environmental  problems  such  as  global 
wanning,  the  loss  of  valuable  plant  and  animal  species,  and  air  and  water  pollution. 
(See  Figure  4) 

Pftiga.  Nearly  all  illicit  drugs  sold  in  the  United  States  are  groven  in 
developing  countries,  often  by  poor  farmers  with  few  other  means  of  generating  cash 
income.  For  some  countries,  revenues  from  the  sale  of  illegal  narcotics  are 
substantially  larger  than  legal  export  earnings. 

Increased  U.S.  military  assistance  for  drug  interdiction  in  the  Andean 
countries  (from  $5  million  in  1988  to  $140  million  in  1990)  has  proven  ineffective; 
cocaine  production  in  Latin  America  increased  by  28  percent  in  1990  and  by  an 
estimated  additional  10  percent  in  1991.   Unless  expanded  efforts  to  cut  consumption 
In  the  United  States  are  joined  with  viable  economic  alternatives  in  the  drug- 
producing  countries,  particularly  In  Latin  America,  illegal  drugs  will  remain  their 
most  profitable  export  and  drug  addiction  vsriU  continue  to  cause  violence  and  social 
disruption  in  American  cities. 

Illegal  TmmJgnttlon  Many  Americans  are  concerned  that  illegal  immigrants 
today  take  jobs  from  U.S.  citirens,  depress  wages,  and  increase  the  burden  on  social 
aervices.   Efforts  to  control  Illegal  immigration  have  met  with  mixed  success.  A 
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report  commiesloned  by  the  U.S.  CongresB  concluded  that  the  only  long-term  Bolution 
to  illegal  immigration  is  sustained  economic  development,  particularly  in  Latin 
America.  In  addition,  renewed  programe  to  slow  population  growth  will  help  reduce 
pressures  to  emigrate. 

.  IGV/AXDb  and  Internationa]  EpldeTTilm  An  estimated  one  million 
Americans  are  infected  with  Human  Immunodeficiency  Virus  (HIV),  the  %-irus  that 
causes  AIDS.   Internationally,  10  to  12  million  people  are  HTV  positive,  the  m^oritj- 
In  Africa,  but  Increasing  numbers  in  Asia  as  well.  By  the  year  2000,  30  to  40  million 
people  could  be  infected  worldwide. 


REINVENTING  FOREIGN  AID:  WHITE  PAPER  ON  U.S.  DE- 
VELOPMENT COOPERATION  IN  A  NEW  DEMOCRATIC  ERA 

TO:  President-elect  Clinton  December  22,  1992 

FROM:  Independent  Group  on  the  Future  of  U.S.  Development  Cooperation 

SUBJECT:      Reinventing  Foreign  Aid:     A  White  Paper  on  U.S.  Development 
Cooperation  in  a  New  Democratic  Era 


The  White  Paper  on  U.S.  Development  Cooperation  in  a  New  Democratic  Era  results 
from  deliberations  of  an  independent  group  of  individuals  wnth  long  experience  in 
promoting  development  and  U.S.  policies  of  development  cooperation. 

The  White  Paper  lays  out  the  rationale  for  renewed  U.S.  leadership  and  a  revised 
program  of  development  cooperation.  It  analyzes  lessons  of  the  last  four  decades 
(including  the  failures  as  well  as  the  successes).  It  recommends  a  new  strategy  of 
cooperation  for  sustainable  development  which  would  focus  on  three  core  objectives: 
investing  in  people,  protecting  the  earth,  and  strengthening  the  institutions  of  free 
societies.  In  addition,  the  White  Paper  recommends  that  the  Agency  for 
International  Development  be  replaced  and  lays  out  alternatives  for  a  successor 
organization  more  congruent  with  the  opportunities  and  realities  of  the  19903. 

The  individuals  involved  undertook  this  effort  because  we  feel  that  the  next  few 
years  will  bring  unprecedented  opportunities  for  development  cooperation  and  for 
the  promotion  of  American  interests  abroad.  We  are,  however,  deeply  concerned  that 
current  policies  have  run  out  of  time  and  need  to  be  replaced  with  programs  more 
responsive  to  American  interests  and  global  problems  in  the  1990s.  If  this  is  not 
done,  we  risk  losing  support  in  (Congress  and  among  the  general  public  for  American 
leadership  in  the  global  cooperative  effort  to  address  the  great  challenges  of 
alleviating  poverty,  sustaining  the  environment,  and  supporting  transitions  to 
democratic,  market-based  societies. 

The  Independent  Group  met  several  times  in  September,  October,  and  November  to 
draft  the  attached  report.  The  process  was  facilitated  by  the  Overseas  Development 
Council,  which  acted  as  the  Group's  informal  secretariat,  and  The  Rockefeller 
Foundation,  which  provided  financial  support. 

The  list  of  members  of  the  Independent  Group  who  participated  in  the  deliberations 
is  attached.  Also  included  is  a  list  of  individuals  who  were  not  part  of  the  Group, 
but  who  wish  to  associate  themselves  with  the  report. 
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All  of  U9  believe  that  you  have  a  historic  opportunity  to  lead  a  global  efTort  to 
promote  sustainable  development.  That  development  is  very  much  in  the  interest 
of  the  United  States  and  of  the  billions  of  men,  women,  and  children  who  look  to  you 
and  to  this  country  for  leadership. 

We  stand  ready  to  assist  you  in  this  matter  in  any  way  that  you  might  find 
beneficial. 


Oo^H€^Jo,.uz_Q> 


UX^(. 


n  W.  Sewell  Catherine  Gwin 

rseas  Development  Council  Overseas  Development  Council 

hington,  D.C.  Washington,  D.C. 

Steven  W.  Sinding  ^ 

The  Rockefeller  Foundation 
New  York,  New  York 

I.         RATIONALE 

The  end  of  the  Ckild  War  and  the  embrace  of  democratic  and  market 
reforms  in  countries  throughout  the  world  create  unprecedented 
opportunities  for  global  peace  and  prosperity. 

For  the  first  time,  perhaps  in  history,  it  is  possible  to  envision  a  world 
characterized  by  amity  among  nations,  freedom  and  well-being  for  all  people,  and  a 
globtd  sharing  of  the  responsibility  to  safeguard  the  environment  for  successive 
generations. 

Superpower  nuclear  rivalry  no  longer  threatens  human  survival  nor  obscures 
problems  of  persistent  poverty,  disease,  gross  violations  of  human  rights,  and 
environmental  devastation.  Friends  and  enemies  are  no  longer  defined  on  ideological 
grounds.  Rather,  the  world  is  freed  to  seek  common  ground  and  cooperate  to  solve 
shared  economic,  social  and  ecological  problems. 

In  this  new  global  political  environment,  new  energies  are  being  liberated  and 
new  possibilities  for  peaceful  progress  are  being  opened: 

-  by  the  rapid  spread  of  technological  change  which  is  revolutionizing  virtually 
all  aspects  of  life,  from  the  genetic  mapping  of  plants  to  the  near-instantaneous 
transmission  of  information  anjrwhere  in  the  world; 

-  by  the  proliferation  of  a  wide  range  of  institutions  of  civil  society  which  are 
claiming  a  voice  and  role  in  the  future  of  their  countries; 
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-  by  the  increasing  competence  of  many  countries  to  participate  in  and  influence 
the  course  of  international  efforts  across  an  array  of  issues  ranging  from  climate  control 
to  peacekeeping  and  the  emergence  of  an  open  global  economy; 

-  and  by  the  freeing  up  of  resources  previously  devoted  to  waging  the  Cold  War 
for  use  in  promoting  global  peace  and  development. 

These  changes  provide  the  United  States  with  an  unprecedented  opportunity  to 
help  secure  abroad  the  values  that  we  cherish  most  at  home  and  wish  for  others  — 
values  of  human  dignity,  individual  well-being,  and  freedom;  and  to  lead  in  a  global 
effort  to  build  a  better  future  for  all. 

There  are,  however,  considerable  risks  of  events  going  badly  (in  some 
cases  very  badly)  if  the  opportunities  are  not  actively  and  creatively  seized. 

The  Cold  War  has  ended  but  much  needs  to  be  done  to  secure  the 
pejice. 

Successful  transition  to  market  democracies  in  Eastern  Europe  and  the  former 
Soviet  Union,  which  is  of  immeasurable  significance  for  the  United  States  and  the  rest 
of  the  world,  is  by  no  means  assured.  Experience  over  the  last  three  years  has  shown 
that  this  goal  will  not  be  easily  or  speedily  accomplished. 

These  and  other  countries  in  Latin  America,  Asia,  and  Africa  are  faced  with  the 
difficult  and  unprecedented  tfisk  of  managing  a  simultaneous  transition  to  democracy 
and  market-based  reforms,  if  the  restructuring  efforts  are  to  be  politically  sustainable 
and  socially  beneficial.  Also,  though  multi-party  elections  have  replaced  military  rule 
or  dictatorships  in  numerous  countries,  democratic  institutions  in  those  states  remain 
fragile.   They  must  be  nurtured  and  supported  if  they  are  to  gain  strength. 

In  many  parts  of  the  world,  moreover,  deep  pockets  of  poverty  remain 
—  causing  severe  human  suffering,  contributing  to  massive  environmental 
degradation,  and  threatening  to  undermine  the  emerging  democracies. 

Some  1.2  billion  people  -  more  than  a  quarter  of  the  developing  world's 
population  -  live  in  "absolute  poverty,"  with  annual  per  capita  income  of  less  than  $370. 
This  number  is  expected  to  increase  to  1.5  billion  by  the  year  2025.  An  estimated  13 
to  18  million  people,  mostly  children,  die  from  hunger  and  poverty-related  diseases  each 
year.  This  is  equivalent  to  100  fully-loaded  jumbo  jets  crashing  every  day.  More  than 
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a  billion  people  have  a  daily  food  supply  less  than  the  minimum  amount  needed  to  live 
normally  productive  lives.  Another  500  million  are  chronically  malnourished,  due  not 
to  a  shortage  of  global  supplies  but  from  persistent  poverty.  And  nearly  a  third  of  the 
developing  world's  total  population  lacks  access  to  basic  health  services. 

These  conditions  of  poverty  and  deprivation  not  only  cause  severe  human 
suffering.  They  also  pose  serious  threats  to  the  long-term  economic  and  physical 
security  of  the  post-Cold  War  world  -  e.g.,  as  farmers  desperate  for  land  and  income 
increasingly  cultivate  fragile  lands,  and  as  governments  under  pressure  to  generate  jobs 
and  income  pursue  unsustainable  strategies  of  growth.  In  the  shorter  term,  persistent 
poverty  provides  fertile  ground  for  the  spread  of  AIDS  and  other  communicable  diseases 
which  know  no  national  borders.  It  also  endangers  peace  and  security  as  intense 
competition  for  resources  threatens  the  breakdowrn  of  the  social  order  and  the  outbreak 
of  civil  strife,  provides  a  breeding  ground  for  terrorist  activities,  and  gives  rise  to  floods 
of  refugees. 

All  these  problems  are  compounded  still  by  a  problem  of  indebtedness,  which  in 
the  1990s  amounted  to  $1.3  trillion  and  which  for  a  large  number  of  countries  means 
that  the  flow  of  Hnancial  resources  to  them  is  negative.  As  a  result,  these  countries  are 
losing  capital  at  the  very  stage  of  development  when  they  should  be  receiving  it  and 
when  returns  on  capital  invested  in  their  economies  should  be  very  high. 

Some  people  ar^ue  that  because  the  United  States  must  now  deal  with 
long-neglected  domestic  problems,  it  cannot  afford  to  play  an  active  role  in 
resp>onding  to  these  chcdlenges.  But  helping  countries  to  develop  their 
economies,  solidify  their  democratic  transitions,  said  meet  the  urgent  needs 
of  their  people  is  as  central  now  to  U.S.  national  interests  as  the  Cold  War 
was  in  an  earlier  period. 

America's  economic  security  is  enhanced  by  the  growth  of  markets  for  U.S. 
exports  in  the  developing  world.  The  1980s  debt  crisis  cost  the  United  States  1.7 
million  jobs  as  a  result  of  lost  exports.  If  developing  countries  returned  to  growth  rates 
approximating  those  of  the  1970s,  U.S.  exports  to  those  countries  could  be  as  much  as 
$30  billion  a  year  higher  within  three  years,  resulting  in  the  creation  of  as  many  as 
600,000  new  U.S.  jobs. 

The  spread  of  freedom  and  democracy  is  the  United  States'  best  insurance 
against  future  wars.  As  the  President-elect  has  said,  democracies  do  not  go  to  war  with 
one  another,  threaten  each  other  with  weapons  of  mass  destruction,  nor  condone  state- 
supported  terrorism. 
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Moreover,  solutions  to  virtually  all  of  the  new  global  issues  of  major  U.S.  concern 
require  not  only  the  participation  of  developing  countries,  but  also  real  progress  on 
their  economic  smd  social  development.  As  the  United  Nations  Conference  on 
Environment  and  Development  (UNCED)  formally  acknowledged,  economic  growth  and 
the  alleviation  of  global  poverty  are  central  to  protection  of  the  environment.  Without 
the  development  of  the  developing  countries,  there  can  be  no  solution  to  global 
warming,  desertification,  and  deforestation.  Nor  will  we  succeed  in  arresting  the  spread 
of  international  epidemics  (such  as  AIDS),  the  trafficking  of  harmful  drugs,  the  How  of 
illegal  immigrants,  or  the  pressures  of  population  growth. 

Making  important  in-roads  into  these  problems  will  take  resources,  but  no  more 
than  an  amount  equivalent  to  a  small  fraction  of  the  military  budget  which  we  no 
longer  need  for  fighting  a  Cold  War.  And  ffiiling  to  seize  the  moment  and  address  these 
current  global  issues  will  only  confront  the  United  States  with  higher  costs  of 
containing  crises  in  the  future. 

To  realize  the  historic  opportunity,  however,  the  United  States  needs 
a  new  program  of  global  development  cooperation,  including  a  thorough 
reform  and  restructuring  of  its  development  assistance  program. 

The  current  program  has  nm  out  of  steam.  It  is  increasingly  questioned  by 
voters.  Congress,  and  expert  observers.  Senator  Leahy  reflected  the  views  of  many  of 
his  congressional  colleagues  when  he  wrote  that  the  assistance  program  "...  is 
exhausted  intellectually,  conceptutdly,  and  politically.  It  has  no  widely  understood  and 
agreed  set  of  goals,  it  lacks  coherence  and  vision,  and  there  is  a  very  real  question 
whether  parts  of  it  actually  serve  broadly  accepted  United  States  national  interests  any 
longer." 

If  there  is  to  be  further  support,  the  objectives  of  a  U.S.  program  of  development 
cooperation  must  be  clarified,  its  process  made  more  effective,  greater  coherence 
achieved  between  the  development  program  and  other  elements  of  U.S.  policy  (both 
foreign  and  domestic),  and  more  collaboration  sought  with  other  nations,  especially 
through  multilateral  organizations,  to  achieve  a  concerted  effort  and  a  maximum 
leveraging  of  resources. 

There  is  now  a  broad  consensus  that  the  core  objective  of  a  wholly  new  program 
ought  to  be  the  promotion  of  sustainable  development  which  entails  the  alleviation  of 
poverty  and  the  preservation  of  the  environment  for  successive  generations  within  a 
context  of  democracy.      Other   objectives,   notably   those   of  restoring  America's 
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competitive  position  and  ensuring  regional  peace  and  security,  are  significantly 
reinforced  by  the  promotion  of  sustainable  development,  but  they  require  operationally 
distinct  efTorts  and  ought  to  be  the  responsibility  of  separate  budget  allocations  and 
administrative  agencies. 

n.       LEARNING  FROM  THE  PAST 

The  United  States  has  over  thirty  years  of  experience  which  enables  us 
to  know  wiiat  to  do  and  what  not  to  do  in  the  development  cooperation  neld 
to  exploit  the  opportunities  and  to  minimize  the  risks  that  now  confront  us. 
That  experience  provides  essential  {Adelines  for  program  reform  and 
restructuring. 

It  is  now  often  asserted  that  development  has  been  a  failure  and  that  foreign  aid 
has  been  a  waste  of  taxpayer  money.  That  view,  based  more  on  the  exceptional 
anecdote  than  on  a  general  analysis  of  experience,  is  at  odds,  however,  with  the 
impressive  accomplishments  of  the  development  process  that  has  taken  place  in  the  half 
century  since  World  War  II. 

While  external  assistance  cannot  claim  the  bulk  of  the  credit,  it  has  played  an 
important  supportive  role.  This  does  not  mean  that  there  have  not  been  failures,  cases 
of  mismanagement  and  misdesigned  projects  and  serious  unintended  side-efTects. 
However,  the  greatest  failures  have  usually  come  when  short-term  foreign  policy 
objectives  have  predominated  over  long-term  development  aims. 

From  the  overall  experience,  four  things  are  clear. 

One,  much  has  been  accomplished. 

Many  countries  experienced  rapid  growth  and  some  have  grown  at  what,  by 
historical  standards,  are  unprecedented  rates.  Real  per  capita  GNP  has  tripled  for  all 
developing  countries  between  1960  and  1989.  Average  life  expectancy  has  increased  by 
16  years,  adult  literacy  by  40%,  per  capita  nutritional  levels  by  over  20%,  and  child 
mortality  rates  have  halved  -  in  Africa  in  20  years  compared  to  the  50  years  it  took  the 
West  in  the  19th  century. 

Democracy  and  market-oriented  economies,  which  were  until  recently  more 
exception  than  the  rule,  now  define  standards  to  which  most  countries  aspire.  And  in 
specific  areas,  there  have  been  a  number  of  spectacular  successes  ranging  from  the 
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green  revolution  to  the  elimination  of  smallpox  and  the  near  universal  immunization 
of  children  under  five. 

Bilateral  and  multilateral  aid  has  contributed  to  this  record.    Particularly  in 
poorer  countries,  aid  has  provided  much  of  total  investment,  including  schools, 
health  systems,  roads,  power,  the  basic  infrastructure  of  development. 

Even  these  accomplishments  may  understate  aid's  contributions.  For  decades, 
aid  has  funded  training  programs,  ranging  from  short  technical  courses  to  full-fledged 
graduate  education  for  hundreds  of  thousands  of  people.  The  results  of  training  play 
out  over  these  peoples'  entire  lives.  It  is  virtually  impossible  to  trace  or  quantify  their 
contributions.  Similarly,  the  effects  of  introducing  improved  seeds,  building  a  network 
of  roads,  or  containing  malaria  ripple  for  decades  throughout  an  entire  economy  and 
society. 

Two,  we  have  learned  a  lot  in  the  process. 

There  are  no  shortcuts.  It  is  fruitless  to  look  for  simple  solutions  -  a  "magic 
bullet"  or  a  quick  fix.  We  should  seek  steady  progress  toward  basic  and  enduring  goals, 
within  long-term  programs,  reasonably  insulated  from  short-term  political  and  economic 
calculations. 

Aid  is  most  effective  when  it  is  combined  with  sound  economic  policies  and 

competent  governments.  For  instance,  the  best  designed  agricultural  extension  projects 
and  irrigation  investments  may  fail  to  make  their  expected  contribution  if  overvalued 
exchange  rates  and  inefficient  government  crop  purchasing  monopolies  erode  farmers' 
incentives.  We  should  therefore  put  our  emphasis  on  countries  which  are  committed 
to  pursuing  appropriate  policies. 

The  real  energy  in  development  is  that  people  everywhere  strive  to  improve  their 
lives.  Human  resource  development,  technology  development  and  transfer,  and 
institutional  strengthening  are,  therefore,  key  components  in  the  development  process. 
They  are  also  among  the  efforts  that  the  U.S.  bilateral  program  has  done  best. 

External  assistance  is  a  crucial  component  of  development  cooperation,  but  only 
one  component  of  what  needs  to  be  a  coherent  policy  approach.  As  a  case  in  point, 
industrial  countries*  tariffs  and  non-tariff  trade  barriers  cost  developing  countries 
roughly  $40  billion  a  year  -  almost  twice  as  much  as  total  aid  from  all  industrial 
donors.  In  other  words,  aid  alone  cannot  secure  development,  and  its  benefits  may  be 
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undone  by  counter  donor  action,  but  it  can  play  a  mtyor,  and  occasionally  determining, 
role  in  particular  sectors  and  under  certain  circumstances,  if  well  coordinated  with 
other  policy  actions. 

Three,  developing  countries  have  changed  and,  therefore,  no  matter 
what  the  past  we  need  a  new  program  for  the  future. 

Countries'  development  strategies  have  changed  markedly  and  in  ways  that 
require  fundamentally  new  forms  of  development  cooperation. 

Development  cooperation,  while  never  the  exclusive  province  of  national 
governments,  is  now  even  less  so.  A  broader  variety  and  new  levels  of  non- 
governmental involvement  have  emerged  here  and  abroad.  A  new  program  should  be 
structured  and  oriented  toward  supporting  these  trends,  which  by  increasing 
participation  in  development  at  all  levels  of  society,  olTer  both  better  prospects  for 
sustainable  progress  and  democracy. 

Four,  with  contemporary  advances  in  technology,  notably 
communications  and  information  teclinology,  ^^e  now  have  the  ability  to  do 
more  —  even  a  lot  more—  than  we  could  do  before. 

Dramatic  improvements  in  the  deUvery  of  assistance  are  possible  by 
creating  and  transmitting  information  through  mass  media. 

Information  technology  has  become  much  cheaper  and  much  more  user 
friendly. 

Increased  opportunities  exist  as  well  for  more  effectively  using  market 
forces  as  a  means  of  delivering  needed  improvements  in  health  and  other  services. 

What  these  changes  offer  is  the  possibility  of  a  huge  leap  in  efficiency 
and  effectiveness  as  part  of  a  renewed  and  redesigned  commitment  to  development 
cooperation. 

m.   A  NEW  PROGRAM  OF  COOPERATION  FOR  SUSTAD^JABUE  DEVELOPMENT 

There  is  now  broad  consensus,  inside  and  outside  government  and 
across  bipsu-tisan  lines  that  U.S.  development  efforts  ought  to  be 
fundamentally  restructured  and  focused  around  an  integrated  concept  of 
sustainable  development. 
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By  sustainable  development,  we  mean  growth  that  brings  with  It  the 
alleviation  of  poverty  and  preservation  of  the  environment  for  successive 
generations  in  a  context  of  government  accountability  and  social  justice 
consistent  with  the  aspirations  of  all  members  of  a  society. 

Sustainable  development  will  only  be  possible  if  countries  successfully  make  the 
difTicult  transitions  both  to  efficient,  growing  economies  that  fairly  distribute  the  fruits 
of  economic  progress,  and  to  democratic  political  and  economic  structures  that  give 
people  a  voice,  and  therefore  a  stake  in  their  own  future.  U.S.  development  policies 
have  an  important  role  to  play  in  both  transitions. 

Vice  President-elect  Gore  put  it  well  when  he  wrote  that  the  goal  should  be 
"...the  establishment,  especially  in  the  developing  world,  of  the  social  and  political 
conditions  most  conducive  to  the  emergence  of  sustainable  societies  --  such  as  social 
justice  (including  equitable  patterns  of  land  ownership);  a  commitment  to  human  rights; 
adequate  nutrition,  health  care  and  shelter;  high  literacy  rates;  and  greater  political 
freedom,  participation,  and  accountability." 

The  United  States  now  has  an  unparalleled  opportunity  to  take  leadership  in 
promoting  these  goals.  Fortunately,  it  does  not  have  to  bear  the  full  burden.  There  are 
many  more  development  agencies  and  donors,  and  the  developing  countries  themselves 
have  developed  considerable  competencies. 

Managing  a  Two-track  Strategy 

To  promote  sustainable  development,  policies  and  instrumentalities  will  have  to 
be  addressed  in  an  integrated  manner.  Multilateral  as  well  as  bilateral  institutions  will 
be  crucial  in  this  regard,  but  there  needs  to  be  a  clear  division  of  labor  based  on  what 
each  can  do  best  to  promote  sustainable  development. 

The  reality  is  that  the  multilateral  development  institutions  are  now 
among  the  most  influential  development  agencies.  They  can  leverage 
substsoitial  resources;  and  they  have  taken  the  lead  in  macroeconomic  policy 
reforms  that  underpin  economic  growth.  Reforms  require  high-level,  technical 
policy  advice  and  large-scale  balance  of  payments  funding;  financial  leadership  and 
coordination  in  complex  sectoral  progrtims  that  involve  a  combination  of  policy  reform, 
institutional  change,  and  financial  support;  and  in  large-scale  investments  in  areas  such 
as  telecommunications  and  transportation. 
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-  It  is  particularly  important,  however,  that  these  institutions  adapt  their 
policies  to  meet  the  new  challenges,  most  notably  in  promoting  environmental 
sustainability,  reducing  military  expenditures,  and  renewing  the  attack  on 
poverty. 

-  Policy-based  lending  is  a  particularly  powerful  tool  in  this  regard.  However,  the 
multilateral  insitutions  need  to  involve  local  participation  in  project  selection  and 
implementation,  adopt  more  open  operating  procedures  that  would  make  such 
participation  possible,  and  ensure  that  benefits  of  projects  are  more  equitably 
distributed. 

Bilateral  programs  are  more  competent  to  engage  in  activities  that 
involve  day-to-day  involvement  \7ith  governments  and  non-governmental 
organizations,  whether  non-profit  or  profit-making.  They  also  can  work  with 
activities  that  are  smaller  in  scale  and  which  involve  a  multiplicity  of  actors  within 
given  societies,  and  provide  opportunities  for  experimentation  with  new  approaches  and 
methods.  For  instance,  they  are  better  at  working  with  nongovernmental  organizations 
than  the  multilateral  banks.  The  bilateral  programs  also  are  much  more  adept  at 
providing  technical  assistance  and  training.  All  donor  countries,  including  the  United 
States,  continue  to  have  country  and  regional  interests  that  can  not  be  fully  addressed 
by  the  multilateral  institutions. 

However,  as  sustainable  development  becomes  the  organizing  principle  of  U.S. 
development  cooperation,  maintaining  coherence  between  multilateral  and  bilateral 
approaches  is  essential.  Therefore  it  follows  logically  that  the  same  set  of  priorities 
should  govern  U.S.  policies  at  both  levels,  and  that  the  agency  responsible  for  managing 
sustainable  development  programs  also  represent  the  U.S.  in  the  multilateral 
development  banks. 

A  New  Bilateral  Strategy 

A  new  U.S.  bilateral  sustainable  development  program  should  focus  sharply  on 
a  new  set  of  program  priorities  that  are  of  intrinsic  importance  to  the  developing  world 
and  to  the  United  Sta  •  s.  We  recommend  the  following: 

Investing  in  People 

A  great  deal  has  been  learned  since  the  19703  about  how  broad-based  economic 
growth  and  targeted  development  programs  can  help  poor  men  and  women  improve 
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their  own  well-being.  Furthermore,  it  now  is  understood  that  improved  human  well- 
being  is  closely  linked  to  elTorts  to  slow  population  growth,  protect  the  environment, 
and  to  promote  and  maintain  pluralistic  societies.  These  lessons  should  be  incorporated 
in  a  new  set  of  priorities  that  includes: 

•  Creating  sustainable  livelihoods,  including  small-scale  farmers  and 
entrepreneurs.  This  could  involve  both  governmental  programs  to  create  non- 
farm  emplojTnent  and  provide  credit  for  both  men  and  women,  and  to  reduce  the 
dead  hand  of  government  regulation; 

•  Education  to  empower  people,  especially  women  and  children,  but  also  to  equip 
developing  countries  to  deal  with  the  scientiFic  and  technological  revolution  now 
well  under  way; 

•  Health  and  family  planning,  which  is  essential  to  human  well  being,  including 

both  child  survival  and  maternal  health,  dealing  with  shared  health  problems 
such  as  AIDS,  tuberculosis,  and  malaria,  find  slowing  rates  of  population  growth. 

Protecting  the  Earth 

Protecting  the  environment  for  future  generations  is  one  of  the  fundamental 
challenges  facing  rich  and  poor  countries.  As  agreed  at  the  UNCED  Conference  in  Rio 
de  Janeiro,  it  deserves  highest  policy  priority.  To  be  effective,  the  policy  response  to  the 
environmental  crisis  must  permeate  all  U.S.  governmental  policies,  most  notably  in 
diminishing  the  claim  that  living  standards  in  the  United  States  and  other  developed 
countries  put  on  the  earth's  natural  resources  and  environment.  Development  programs 
will,  however,  play  an  important  role. 

Priorities  for  a  bilateral  aid  program  in  this  area  include: 

•  Sustainable  energy  production,  including  both  assessing  options  at  the  national 
level  and  technological  innovation  and  dissemination  at  the  household  level  for 
poor  people; 

•  Environmental  management,  including,  in  particular,  programs  to  promote 
effective  pollution  control  in  order  to  protect  air  and  water  and  guard  public 
health; 

•  Biodiversity,  in  particular  the  development  of  national  strategies  and  training 
in  utilizing  biological  diversity; 
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■  •  Agricultural  production  techniques  which  balance  the  need  for  much  increased 
per  capita  production  with  the  imperative  of  protecting  the  land; 

•  Forestry  programs  that  increase  national  capacities  to  assess  and  protect  forest 
resources; 

•  Programs  to  assess  fishery  resources  and  establish  sustainable  fisheries. 

Strengthening  the  Institutions  of  Free  Societies 

The  management  of  the  economic  and  political  transitions  necessary  to  sustain 
democracy  are  best  undertaken  by  the  multilateral  institutions;  in  addition,  direct 
programs  of  democracy  support,  such  as  those  of  the  National  Endowment  for 
Democracy  and  the  new  Democracy  Corps  and  nongovernmental  organizations,  are 
effective  and  deserve  expansion.  They  should  be  closely  related  to  but  kept  distinct  from 
development  programs. 

Development  cooperation  programs,  however,  have  an  important  complementary 
role  to  play.  A  revitalized  aid  program  should  focus  on  promoting  pluralistic  civil 
societies  and  entrepreneurship  through: 

•  Building  accountability  in  government,  and  strengthening  local  governmental 
structures  as  a  counterweight  to  centralized  power; 

•  Expanding  the  number  and  strengthening  the  capacity  of  nongovernmental 
and  civic  organizations  in  old  and  new  developing  countries; 

•  Providing  assistance  to  codify  and  protect  workers  rights,  as  well  as  the  rights 
of  women  and  minorities; 

•  Stressing  participation  in  development  decision  making  at  both  at  the  country 
level  and  in  U.S.  programs  themselves,  including  in  those  to  privatize  economic 
entities; 

•  Encouraging  entrepreneurs  to  assume  economic  roles  previously  played  by 
governments  by  removing  barriers  to  entry  and  providing  credit  to  small  farmers 
and  entrepreneurs. 

Selection  Criteria 

Specific  program  choices  within  these  areas  should  meet  the  following  tests: 


35 


•  focuses  on  a  selected  number  of  critical  goals  where  United  States  leadership 
can  have  a  mtuor,  visible  impact  in  a  measurable  time  frame; 

•  responds  to  the  priorities  and  needs  of  governments  and  people  in  the 
developing  countries; 

•  recognizes  the  interlinked  nature  of  addressing  poverty,  environment,  and 
participation; 

•  allocates  assistance  to  countries  on  the  basis  of  their  commitment  to 
sustainable  development; 

•  mobilizes  participation  andL contributions  from  the  partnership  organizations; 

•  builds  human  capacities  and  institutions  so  that  developing  societies  can 
assume  full  responsibilities  for  their  own  futures; 

•  leads  from  proven  U.S.  strengths  both  in  government  and  particularly  in  the 
private  sector; 

•  is  appropriate  for  bilateral  rather  than  multilateral  approaches  (and  reflects 
a  division  of  labor  with,  and  is  complementary  to,  the  programs  of  the 

international  institutions); 

•  focuses  on  the  longer  term,  and  is  removed  from  immediate  foreign  policy 
concerns. 

IV.      ORGANIZING  FOR  MORE  EFFECTIVE  DEVELOPMENT 

I 

To  realize  this  ambitious  agenda^  change  In  orgsoilzatioii  and  structure 
is  required,  not  the  least  to  give  the  new  program  the  characteristics  of 
partnership,  flexibility,  innovation,  and  effectiveness  that  is  required  for  it 
to  function  and  to  attract  public  support. 

This  section  proposes  a  more  effective  organization  for  U.S.  development 
cooperation  programs,  bilateral  and  multilateral.  In  so  doing,  it  specifically  recommends 
that  other  important  functions  be  given  a  different  organizational  locus.  For  instance, 
export  promotion  should  be  linked  to  whatever  overall  structure  is  created  to  manage 
trade  and  restore  U.S.  competitiveness  (which  logically  should  link  USTR,  Commerce, 
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Ex-Im.,  OPIC,  and  the  Trade  and  Development  Program).  Similarly,  whatever 
remaining  military  assistance  is  needed  now  that  the  Cold  War  is  over  should  be 
transferred  to  the  Department  of  Defense  and  responsibility  for  justifying  political  aid 
(currently  the  Economic  Support  Fund)  should  be  relegated  to  the  Department  of  State. 
(Longstandingbut  relatively  noncontroversial  programs  such  as  humanitarian  relief  and 
refugees  and  food  aid  are  not  covered  in  this  paper,  but  will  need  to  be  related  to  its 
overall  recommendations.) 

Organization  means  not  merely  structure  -  the  authorities  and  reporting 
relationship  among  various  entities,  but  also  the  personnel  and  processes  that  breathe 
hfe  into  a  structure  (or  fail  to).  Organization  is  not  all-important.  Gifted  and  dedicated 
people  can  make  even  a  poorly  designed  system  work.  But  a  well-designed  system 
enlarges  the  odds  that  sensible  policy  and  efTective  operations  will  follow. 

Organizational  Criteria 

Sustainable  development  cooperation  ideally  should  be  organized  in  such  a  way 
as  to  meet  the  following  criteria: 

-  symbolize  a  Clinton  administration's  new  start; 

-  provide  high  visibility  and  atrong  advocacy  for  sustainable  development; 

-  assure  coherence  in  the  developmentally-consequential  actions  of  Treasury, 
Agriculture,  HHS,  State,  OPIC,  USTR,  ITA,  Ex-Im,  Peace  Corps,  EPA, 
Commerce,  etc.; 

-  permit  a  strong  sustainable  development  perspective  in  U.S.  positions  in  the 
multilateral  institutions; 

-  draw  as  wide  as  possible  a  roster  of  government  and  NGO  entities  with 
relevant  skills  and  perspectives  into  the  development  enterprise; 

-  attract  first-rate  people; 

-  observe  the  principle  that,  at  the  higher  levels  of  the  government,  the 

true  chain  of  command  is  created  not  by  any  formal  structure,  but  by  the  product 
of  two  factors:  the  President's  actual  priorities,  and  the  persons  in  whom  he  has 
confidence. 
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Meeting  the  Criteria 

A.  At  the  White  House  Level 

Historically  the  criterion  hardest  to  meet  has  been  the  cross-agency  coherence 
of  policy  and  coordination  of  action.  The  precondition  of  meeting  it  now  is  that  we 
recognize  a  truth  confirmed  by  much  experience;  neither  the  foreign  assistance  agency 
itself,  nor  State,  nor  any  other  cabinet  department  can  impose  that  coherence  or 
coordination;  only  an  entity  that  speaks  for  the  President  can. 

A  Development  Ck)ordination  Group.  The  Clinton  Administration  has  the 
potential  to  meet  the  coherence  criterion  in  a  particularly  effective  way,  and  to  help 
meet  others  at  the  same  time.  The  means  is  to  establish  in  the  Executive  Office  of  the 
President,  an  entity  that  might  be  called  the  Development  Coordination  Group. 

The  group  would  be  composed  of  Under  Secretary  level  officials  from  State, 
Treasury,  EPA,  and  Agriculture;  the  Deputy  Director  of  0MB  and  the  Directors  of  the 
foreign  assistance  agency  and  of  the  chief  of  the  (assumed)  EJconomic  Policy  Staff. 
Other  officials  would  be  invited  to  particular  meetings  as  appropriate.  The  Group 
would  be  staffed  by  both  the  Development  Cooperation  Agency  and  Economic  Policy 
Staff  personnel.  It  would  be  clearly  charged  with  the  coherence-coordination  function. 

One  particularly  attractive  option  would  be  to  have  the  Group  chaired  by  the 
Vice  President.  To  a  degree  unusual  among  Vice  Presidents,  he  will  have  the 
President's  confidence;  care  about  sustainable  development;  have  strong  association 
with  environmental,  population  and  non-proliferation  concerns  that  can  greatly  help 
draw  the  constituencies  concerned  with  those  issues  into  alliance  vnlh  those  supportive 
of  development  cooperation;  and  be  likely  to  have  the  actual  leverage  necessary  to 
affect  genuine  coordination  across  agencies  and  departments  which  historically  have 
been  in  opposition  to  one  another. 

B.  At  the  Departmental  Level 

At  the  departmental  or  agency  level,  the  need  is  for  an  entity  that,  while  meeting 
the  criteria,  can  perform  the  following  functions: 

1.         understand  the  full  range  of  developmental  needs,  and  formulate  U.S. 
development  cooperation  policy  accordingly; 
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2.  give  leadership  in  the  development  community  including  the  multilateral 
institutions,  UN  development  agencies,  and  other  bilateral  donors; 

3.  efrectively  staff  the  interagency  coordination  process; 

4.  provide  full-time  visibility  and  advocacy  for  development  cooperation; 

5.  fund,  manage,  and  monitor  all  U.S.-sponsored  development  efforts  in  the 
field; 

6.  evaluate  progress,  synthesize  the  lessons  of  experience,  and  bring  that 
learning  to  bear  on  the  future  policy  and  operations. 

To  best  meet  these  goals,  the  U.S.  government  needs  a  new  independent 
Sustainable  Development  Cooperation  Agency,  having  several  elements,  and 
whose  relation  to  the  Department  of  State  would  depend  on  the  answers  the  new 
administration  gives  to  questions  identified  below. 

A  new  entity  is  needed  for  a  number  of  reasons: 

-  the  poor  status  and  reputation  of  AID  and  the  consequent  utility  of 
symbolizing,  as  well  as  making,  a  new  start; 

-  the  need  to  fashion  an  entirely  new  approach  to  development,  especially  vis  a 
vis  Eastern  Europe  and  the  former  Soviet  Union. 

-  the  imperative  of  writing  wholly  new  authorizing  legislation  to  replace 

the  outdated  and  encrusted  Foreign  Assistance  Act,  which  a  decision  to  create 
a  new  entity  would  make  more  likely.  (The  new  act  should  set  a  limited  number 
of  objectives;  provide  far  greater  flexibility  in  meeting  them,  and  establish  a 
system  of  assessment  to  monitor  progress  or  its  absence  and  to  draw  lessons 
from  experience.) 

The  new  Agency  would  be  responsible  for  planning,  overseeing,  and  evaluating 
programs  in  the  three  priority  areas  outlined  above.  It  would  be  headed  by  a  Level  2 
Administrator,  chosen  for  the  energy,  dedication,  experience  and  political  skills  those 
functions  will  require. 

The  Agency  would  be  organized  into  several  components,  each  of  which  would 
focus  on  a  particular  set  cf  functions  and,  accordingly,  operate  in  different  ways. 
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A  Central  Policy  Unit.  One  component  of  the  new  agency  would  be  a  central 
policy  unit  that  would  bring  together  outstanding  talent  on  development  issues, 
recognize  the  importance  of  ideas,  and  gather  together  expertise  to  influence 
multilateral  bodies,  shape  an  integrated  development  cooperation  program,  and  conduct 
policy  dialogues  and  innovative  initiatives  with  developing  countries.  It  would  be 
responsible  for  representing  the  U.S.  at  the  multilateral  development  banks,  and  other 
multilateral  development  agencies.  It  would  also  be  responsible,  along  with  the  relevant 
Executive  Office  body,  for  stafTrng  the  Coordinating  Group. 

A  Program  Unit.  A  second  component  would  be  a  program  unit  organized  into 
three  divisions,  one  of  which,  dealing  with  Elastern  Europe  and  the  former  Soviet 
Union,  might  be  transitional. 

It  will  operate  in  a  much  more  flexible  manner  than  its  predecessors,  with  the 
latitude  to  support  both  large  scale  efforts,  and  the  smaller  scale  projects  that  are  so 
essential  to  sustainable  development.  It  should  be  freed  from  short-term  foreign  policy 
concerns,  and  the  encumbrance  of  tinnecessary  regulations  and  Congressional 
micromanagement.  It  also  should  be  open  to  all  bidders,  seeking  to  involve  both  for- 
profit  smd  nonprofit  agencies  in  this  country  and  abroad. 

The  focuB  should  be  long-term,  not  looking  for  immediate  solutions  or  making 
allocations  to  countries  based  on  the  short  term  foreign  policy  need  of  the  moment.  To 
that  end  funding  should  be  provided  on  a  multiyear  basis  allowing  it  to  enter  into 
multiyear  arrangements  with  cooperating  partner  organizations. 

The  Program  Operations  Division  would  focus  on  a  limited  set  of  high  priority 
development  challenges  chosen  from  among  the  three  priority  areas  outlined  above  and 
meeting  the  criteria  described  earlier.  It  would  design  programs  and  be  a  competitive 
source  of  funding  channelling  resources  to  institutions  and  programs  best  positioned 
to  implement  those  programs.  These  could  include  U.S.  government  agencies, 
multilateral  institutions,  private  voluntary  and  nongovernmental  insitutions  in  this 
country  end  abroad,  universities,  and  cooperatives  among  others.  This  diNision  would 
operate  much  more  like  a  foundation  than  existing  USAJD's  program  stafTs. 

t 

Two  other  functions  are  particularly  important.  First,  it  will  need  to  strengthen 
existing  capacities  to  work  with  U.S.  and  particularly  indigenous  nongovernmental 
organizations.  These  organizations  not  only  have  become  increasingly  important  and 
innovative  development  agencies,  but  are  part  of  the  fabric  of  organizational  pluralism 
that  encourages  more  participatory  political  systems.  Second,  the  expertise  of  domestic 


40 


agencies  with  relevant  functional  ^lle  but  whose  primary  mission  is  not  foreign 
assistance  -  EPA,  HHS,  USDA,  DOE,  etc.  -  should  be  tapped  for  development  programs. 
Doing  that  well  requires  first  and  foremost  functional  knowledge  and  aptitude  to  deal 
effectively  with  professionals  in  the  substantive  fields. 

The  Division  could  be  organized  functionally  or  geographictdly.  A  functional 
organization  would  emphasize  the  fact  that  it  will  focus  on  longer-term  issues  of 
development  where  the  United  States  can  bring  to  bear  unusually  strong  insitutional 
and  human  resources.  It  would  also  reinforce  its  independence  from  short-term 
exigencies  of  foreign  policy  which  currently  result  in  frequent  and  abrupt  changes  in 
program  direction  and  emphasis.  Finally,  if  the  new  Agency  is  to  exercise  strong 
oversight  over  U.S.  participation  in  the  multilateral  development  insitutions,  it  must 
be  staffed  by  credible,  first-rate  development  experts  who  are  able  to  hold  their  own 
with  those  in  the  institutions  who  make  or  shape  policy. 

Organizing  the  Division  geographically,  on  the  other  hand,  carries  certain 
advantages.  The  three  major  policy  objectives  of  the  new  program  require  that  host 
country  policy  be  affected.  This  means  that  the  operations  staff  must  understand  the 
power  structure  tmd  political  dynamics  of  each  country  in  which  it  operates  and  must 
see  how  to  link  its  own  work  to  other  U.S.  policies  that  affect  development  in  a 
particular  country.  It  is  unlikely  to  do  that  vrithout  a  strong  geographic  orientation. 

Either  way,  the  operations  staff  would  work  closely  with  program  offices  in  the 
field.  The  field  offices  should  be  staffed  according  to  specific  country  conditions  and 
may  in  many  cases  look  quite  different  from  present  AID  missions.  They  would  not 
necessarily  be  present  in  every  country,  and  in  some  cases  could  be  run  cooperatively 
with  the  country  in  question.  For  instance,  in  more  advanced  countries,  where  the  U.S. 
decides  to  work  on  a  particular  global  problem  such  as  AIDS  research  the  staff  might 
be  very  small;  on  the  other  hand,  in  offices  in  poorer  countries  in  which  the  agency  is 
deeply  involved,  the  staff  might  be  measurably  larger.  They  should  be  staffed  by  people 
who  have  years  of  experience  in  administering  development  programs  overseas, 
including  designing  appropriate  strategies,  negotiating  agreements,  monitoring  projects, 
and  maintaining  effective  working  relationships  with  host  country  officials  and 
organizations. 

The  second  component  of  the  Program  Staff  would  be  a  Division  of  Scientific  and 
Technological  Cooperation.  Its  function  would  be  to  strengthen  the  capacities  of  the 
developing  countries  to  design,  adapt,  and  use  the  latest  technology  for  development 
needs;  to  tap  the  resources  available  for  development  cooperation  to  be  found  in  the 
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U.S.  private  sector  and  universities,  research  centers,  and  volunteer  organizations;  and 
to  give  priority  to  issues  that  cut  across  regions  and  sectors. 

Finally  ,  there  will  be  a  need  for  some  period  of  time  for  a  smaller,  separate 
division  for  Eastern  Europe  and  the  Former  Soviet  Union.  It  would  be  responsible  for 
the  development  and  coordination  of  U.S.  policies  to  facilitate  the  economic  tind  political 
transitions  in  Eastern  Europe  and  the  former  Soviet  Union.  This  division,  which  would 
work  closely  with  the  Departments  of  State  and  Treasury,  also  would  be  responsible  for 
monitoring  the  activities  of  the  multilateral  agencies  in  these  countries,  and  for 
coordination  with  other  donors.  An  operational  field  program  with  staff  resident  in 
these  countries  would  be  essential.  The  program  would  focus  primarily  on  the 
establishment  and  strengthening  of  market-related  institutions  through  providing 
technical  assistance,  policy  advice,  and  financial  support.  The  day-to-day  involvement 
and  influence  such  operations  would  provide  will  be  essential  in  developing  the 
relationships  and  understanding  of  local  conditions  and  problems  necessary  to  the 
formulation  and  adaptation  of  an  effective  strategy  of  international  support.  The 
challenges  of  these  crucial  transitions  are  so  novel  and  complex  as  to  demand  new 
policies  and  approaches;  intuition  and  theory  alone  are  poor  guides  to  what  is  required 
and  possible. 

The  relationship  of  the  Sustainable  Development  Ckx>peration  Agency 
to  the  State  Department  should  depend  on  several  factors.  The  Agency  can 
either  be  closely  linked  to  the  Department  of  State  or  function  as  independently  of 
State  as  the  Peace  Corps.  There  are  two  principle  advantages  of  linking  the  new 
Agency  to  the  Department  of  State.  Linkage  would  help  bring  State's  leverage  to  bear 
on  country  policies  that  affect  development,  and  it  also  would  help  to  broaden  the 
narrow  beachhead  to  which  economic  thinking  has  historically  been  confined  in  State. 
The  m«uor  potential  disadvantage,  of  course,  is  that  developmental  objectives  run  a 
considerable  risk  of  being  subordinated  to  short-term  political  or  security  ends. 

While  the  choice  ultimately  lies  in  the  hands  of  the  incoming  Administration,  it 
is  possible  to  identify  the  variables  that  should  be  taken  into  consideration  in  deciding 
that  issue.  They  are  the  degrees  to  which: 

-  the  President-elect  finds  in  himself  an  overriding  commitment  to  development 
as  the  principal  goal  of  U.S.  foreign  policy  and  to  those  countries  which 
themselves  define  development  as  the  dominant  issues;  and 

-  the  new  Secretary  of  State  is  similarly  committed;  and 
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-  there  is  strong  representation  of  development  thinking  in 
the  domestic  and  security  staffs  in  the  White  House  and  OMB. 

In  any  event,  the  Agency  Head's  formal  reporting  relationship  should  run, 
through  the  Development  Coordination  Group,  only  to  the  President. 

V.        HOW  TO  PAY  THE  BILL 

Currently,  the  U.S.  aid  budget  for  FY1993  totals  nearly  $14  billion.  Relative  to 
its  wealth  and  compared  to  other  industrial  countries,  the  U.S.  contribution  to 
development  has  been  shamefully  low. 

Nevertheless,  the  pressures  for  budget  deficit  reduction  are  high,  and  the 
imperative  to  focus  on  pressing  domestic  needs  is  great.  Fortunately,  there  are  sufficient 
resources  within  the  existing  budget  to  fund  new  initiatives  in  the  next  few  years  if  the 
Administration  and  Congress  are  v\dlling  to  end  Cold  War  and  other  outdated  programs. 
These  include  eliminating  security  assistance  to  NATO  countries,  ending  Foreign 
Military  Financing  (and  transferring  that  which  remains  necessary  to  the  Defense 
budget),  consolidating  international  broadcasting  services  to  Eastern  Europe  and  the 
former  Soviet  Union,  and  transferring  the  funds  now  budgetted  for  AID  to  the  new 
development  agency. 

If  these  steps  were  to  be  taken,  as  much  as  $25  billion  could  be  reprogrammed 
over  the  next  five  fiscal  years  to  advance  sustainable  development.  Over  time,  aid  levels 
should  gradually  rise  to  a  point  where  current  levels  were  doubled.  This  would  bring 
the  United  States  closer  into  line  with  its  other  industrial  country  partners. 


[Clerk's  note. --Due  to  its  volume,  the  publication  by  John  W.  Sewell,  and 
Peter  M.  Storm,  "Challenges  and  Priorities  in  the  1990's"  has  been  retained  in 
subcommittee  files.] 

STATEMENT      OF      STEVEN      SINDING,      DIRECTOR,      POPULATION 
SCIENCES,  ROCKEFELLER  FOUNDATION 

Senator  Leahy.  Mr.  Sinding,  please. 

Mr.  Sending.  Thank  you  very  much,  Mr.  Chairman.  By  way  of 
introduction,  I  should  note  that  while  I  am  at  the  Rockefeller  Foun- 
dation now,  and  have  been  for  nearly  2  years,  I  spent  almost  20 
years  in  AID.  In  my  last  two  jobs  I  was  agency  director  for  popu- 
lation from  1983  to  1986  and  mission  director  in  Kenya  from  1986 
to  1990,  so  that  much  of  what  I  have  to  say  is  based  on  that  experi- 
ence and  the  perspective  of  a  career  officer  in  the  Foreign  Service 
working  on  the  development  of  foreign  assistance. 

I  also  spent  a  year  at  the  World  Bank  and  have  a  comment  or 
two  to  make  about  the  relationship  between  the  bilateral  and  the 
multilateral  programs  based  on  that  experience. 
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I  am  speaking  from  the  perspective  of  bilateral  assistance  only, 
this  afternoon,  and  will  not  address  the  important  issue  of  inter- 
agency coordination  in  my  prepared  testimony,  although  as  John 
Sewell  said  in  the  white  paper  which  I  participated  in  preparing, 
we  talk  about  a  two-track  approach,  the  first  track  being  inter- 
agency coordination  on  development  policy — economic  policy  toward 
the  developing  world,  and  second,  the  administration  of  bilatergd 
programs.  And  I  would  be  glad  to  answer  questions  about  the  two- 
track  orientation. 

Also,  I  wanted  to  say  by  way  of  introduction  that  I  take  it  as  a 
given  that  it  is  in  the  U.S.  interest  to  support  sustainable  economic 
growth  and  economic  development  in  the  Third  World.  I  subscribe 
fully  to  the  rationales  put  forth  in  the  white  paper  to  which  John 
referred,  and  in  my  testimony  am  not  going  to  make  further  ref- 
erence to  that  rationale. 

And  finally,  although  one  might  wish  it  were  different,  the  world 
is  not  ready  for  a  complete  shift  from  bilateral  to  multilateral  as- 
sistance. Thus,  I  am  assuming  a  continuing  bilateral  assistance 
program.  The  question  is  how  to  make  it  better. 

The  end  of  the  cold  war  creates  both  an  opportunity  and  the  ne- 
cessity to  redefine  U.S.  strategic  interests  and  their  relationship  to 
development  assistance.  Mr.  Sewell  and  other  witnesses  who  will 
be  before  you  in  these  hearings  have  spoken  and  will  speak  about 
the  changing  and  new  rationale  for  foreign  assistance  and  the  im- 
portance of  focusing  on  longer-term  development  issues  such  as 
population  growth,  the  environment,  growth  in  institutions  of  effec- 
tive government  and  political  participation. 

The  white  paper  to  which  Mr.  Sewell  referred  was  written  by  an 
independent  group  in  which  I  participated  and  which  has  laid  out 
the  case  for  a  reorganized  foreign  aid  program  around  the  theme 
of  sustainable  development. 

Today,  I  would  like  to  focus  my  comments  particularly  on  the 
issue  of  the  organization  and  administration  of  assistance.  Like 
many  others  who  have  commented  on  the  present  moment  in  the 
history  of  U.S.  foreign  assistance  and  the  need  for  change,  I  believe 
the  Agency  for  International  Development  has  outlived  its  useful- 
ness and  that  a  new  agency  should  be  created  to  replace  AID. 

There  are  both  substantive  and  symbolic  reasons  for  this.  Sub- 
stantively, it  is  essential  that  new  authorizing  legislation  be  writ- 
ten that  removes  the  many  anachronisms  and  duplicative  and  un- 
necessary' onerous  requirements  of  the  present  legislation.  New  leg- 
islation should  outline  in  streamlined  form  the  purposes  of  a  new 
foreign  assistance  program  and  strip  away  many  of  the  unneces- 
sary and  contradictory  purposes  which  have  grown  by  accretion 
over  the  last  30  years. 

As  a  former  mission  director  and  long-time  employee  of  the  agen- 
cy, I  have  come  to  believe  that  a  combination  of  congressionally 
and  administratively  determined  reporting  requirements  have  cre- 
ated almost  complete  gridlock  in  the  effective  implementation  of 
the  foreign  assistance  program.  The  subcommittee  has  heard  this 
before,  and  I  need  not  elaborate  the  point  here.  I  think  that  a  high 
proportion  of  the  congressionally  inspired  requirements  are  the  re- 
sult of  ever-increasing  degrees  of  oversight  which  are  themselves 
the  consequence  of  congressional  frustration  at  various  points  in 
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the  past  when  the  executive  branch  has  used  development  funds 
for  purposes  other  than  those  for  which  Congress  felt  it  was  appro- 
priating them. 

This  inconsistency  between  congressional  expectations  and  execu- 
tive branch  actions  is  itself  the  consequence  of  a  fundamental  orga- 
nizational dilemma:  Congress  has  appropriated  the  funds  according 
to  specific,  generally  long-term,  development  objectives,  the  so- 
called  functional  accounts,  while  the  executive  branch  has  often  al- 
located the  funds  according  to  short-term  geopolitical  criteria.  The 
very  close  association  between  AID  and  the  Department  of  State 
has  placed  a  short-term  foreign  policy  overlay  on  the  allocation  of 
development  funds,  which  has  often  led  to  projects  of  questionable 
effectiveness  in  countries  where  the  rational  was  more  often  politi- 
cal than  developmental. 

Those  of  us  in  AID  who  were  trying  to  administer  funds  in  com- 
pliance with  the  purposes  for  which  Congress  appropriated  them — 
for  example,  agricultural  development,  population  programs,  im- 
proved health,  and  so  on — often  found  ourselves  having  to  program 
the  money  in  places  where  the  local  authorities  had  comparatively 
little  interest  in  development  programs  along  the  lines  Congress 
wished  us  to  pursue. 

When  these  were  ESF  funds,  the  problem  was  multiplied.  Since 
the  countries  knew  and  we  knew  that  the  funds  were  being  pro- 
vided for  purposes  in  addition  to  and  sometimes  other  than  devel- 
opment— that  is,  there  was  a  clear  political  objective — ^AID  lost  le- 
verage in  negotiating  projects  and  in  pursuing  their  implementa- 
tion. 

Senator  Leahy.  But  if  we  had  a  new  definition  of  the  fundamen- 
tal purposes  of  a  revitalized  foreign  aid  program,  do  you  think  we 
could  actually  do  that  without  coming  up  with  hundreds  of  those 
same  kinds  of  earmarks?  I  mean,  basically,  what  you  are  saying 
is — and  I  happen  to  agree  with  you — the  policies  we  have  in  our 
foreign  aid  bills  now  are  based  on  the  collision  of  mutual 
frustrations 

Mr.  SiNDlNG.  Right. 

Senator  Leahy  [continuing].  Between  the  administration  and 
Congress.  It  is  these  mutual  frustrations — the  worst  of  which  was 
Iran-Contra  where  there  was  out  and  out  fraud  committed — ^lies, 
deceits,  and  thefts  of  money  and  those  things  that  are  perhaps  less 
obvious  like  preaching  democracy  but  sending  money  to  a  dictator 
because  he  says  the  right  things.  Preach  human  rights,  demand 
human  rights  from  a  country  that  we  do  not  really  care  much 
about  but  ignore  human  rights  violations  in  countries  we  do  care 
about. 

So  we  write  in  the  directions  to  AID.  AID  gets  caught  in  the 
cross  currents  of  congressional  directions  and  political  decisions 
made  in  the  administration,  or  vice  versa.  Is  it  realistic  to  think 
that  we  can  wipe  that  out  and  start  anew  and  not  end  up  at  the 
same  place? 

Mr.  Sestding.  I  believe  it  is. 

Senator  Leahy.  Is  it  sisyphus  activity?  That  is  what  I  am  con- 
cerned about. 

Mr.  Sestding.  I  think  this  historical  moment  provides  an  oppor- 
tunity that  has  not  existed  for  many  years  to  define  our  foreign  pol- 
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icy  interests  and  the  interests  of  our  development  assistance  pro- 
gram in  much  more  mutually  consistent  ways  than  has  been  pos- 
sible in  the  past.  I  think  that  is  recognized  in  the  establishment 
of  a  global  affairs  undersecretaryship  in  the  Department  of  State. 

I  think  there  was  a  very  real  decision  on  the  part  of  the  new  ad- 
ministration to  raise  the  visibility  and  the  importance  within  our 
overall  foreign  policy  of  global  affairs,  global  issues,  sustainable  de- 
velopment, by  creating  Senator  Wirth's  position,  and  I  believe  that 
there  is  a  greater  degree  of  consistency  in  that  act  than  between 
our  foreign  policy  interests  and  the  development  assistance  pro- 
gram than  has  been  true  for  a  very  long  time,  perhaps  ever.  There 
is  the  basis  for  new  legislation  which  does  not  put  Congress  and 
the  administration  constantly  on  a  collision  course. 

Senator  Leahy.  But  is  that  situation  undermined  by  the  fact  that 
the  administration  has  yet  to  name  an  AID  director.  Should  we 
read  this  as  politics  or  as  a  precursor  to  doing  away  with  AID? 
Should  they? 

Mr.  SiNDESTG.  I  do  not  see  it  as  a  precursor  to  doing  away  with 
the  foreign  assistance  agency.  And  I  would  not  want  to  speculate. 

Senator  Leahy.  I  notice  you  were  very  careful  to  speak  as  a  ge- 
neric. 

Mr.  SiNDlNG.  Well,  I  have  no  idea  why  the  administration  is  tak- 
ing so  long  to  name  a  new  AID  administrator,  but  it  does  seem  to 
me  that  there  is  a  lot  of  good  will  within  the  State  Department  on 
the  part  of  Secretary  Christopher  and  Deputy  Secretary  Wharton 
in  framing  a  new  foreign  assistance  program 

Senator  Leahy.  I  agree  with  that. 

Mr.  Binding  [continuing].  That  would  be  consistent  with  the 
long-term  objectives  that  are  encompassed  in  the  phrase  "sustain- 
able development."  I  know,  or  at  least  I  have  been  told  on  good  au- 
thority, that  Deputy  Secretary  Wharton  is  spending  a  good  deal  of 
time  within  the  State  Department  and  with  Senator  Wirth  think- 
ing through  some  of  these  same  questions  of  organization  and  ap- 
proach. 

PREPARED  statement 

So  that  I  would  expect,  and  I  am  sure  when  you  hear  witnesses 
from  the  administration  you  will  get  a  clearer  picture  on  this,  but 
I  would  expect  that  the  administration  will  put  forward  a  new  vi- 
sion of  foreign  aid  which  is  more  consistent  with  the  long-term  de- 
velopment objectives  encompassed  in  the  term  sustainable  develop- 
ment. 

[The  statement  follows:] 

Statement  of  Steven  W.  Sinding 

Mr.  Chairman,  distinguished  members  of  the  Committee,  my  name  is  Steven 
Sinding.  I  am  presently  the  Director  of  Population  Sciences  at  the  Rockefeller  Foun- 
dation. I  served  in  the  U.S.  Agency  for  International  Development  for  nearly  twenty 
years,  and  in  my  last  two  assignments  was  the  Agency  Director  for  Population 
(1983-86)  and  Mission  Director  to  Kenya  (1986-90).  I  left  A.I.D.  in  1990  to  become 
Senior  Population  Advisor  at  the  World  Bank  before  joining  The  Rockefeller  Foun- 
dation. I  appreciate  this  opportunity  to  speak  with  you  today  about  the  reformula- 
tion and  restructuring  of  the  U.S.  International  Development  Assistance  Program. 
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THE  RATIONALE  FOR  A  REORGANIZED  DEVELOPMENT  ASSISTANCE  PROGRAM 

The  end  of  the  cold  war  creates  both  an  opportunity  and  the  necessity  to  redefine 
U.S.  strategic  interests  and  their  relationship  to  development  assistance.  Other  wit- 
nesses have  spoken  about  the  shifting  rationale  for  foreign  assistance  and  the  im- 
portance of  focusing  on  longer  term  development  issues  such  as  population  growth, 
the  environment,  and  the  growth  in  institutions  of  effective  government  and  politi- 
cal participation.  I  am  attaching,  for  the  record,  the  "White  Paper"  in  which  an  inde- 
pendent group  in  which  I  participated  has  laid  out  the  case  for  a  reorganized  foreign 
aid  program  along  the  lines  of  sustainable  development. 

Today,  I  wovild  like  to  focus  my  comments  particularly  on  the  issue  of  the  organi- 
zation and  administration  of  assistance.  Like  many  others  who  have  commented  on 
the  present  moment  in  the  history  of  U.S.  foreign  assistance  and  the  need  for 
change,  I  believe  the  Agency  for  International  Development  has  outlived  its  useful- 
ness and  that  a  new  agency  should  be  created  to  replace  A.I.D.  There  are  both  sub- 
stantive and  symboUc  reasons  for  this.  Substantively,  it  is  essential  that  new  au- 
thorizing legislation  be  written  that  removes  the  many  anachronisms  and  dupUca- 
tive  and  unnecessarily  onerous  requirements  of  the  present  legislation.  New  legisla- 
tion should  outline  in  streamlined  form  the  purposes  of  a  new  foreign  assistance 
program  and  strip  years  of  unnecessary  and  sometimes  contradictory  purposes 
which  have  grown  oy  accretion  over  the  last  thirty  years. 

As  a  former  A.I.D.  mission  director  and  long  time  employee  of  the  Agency,  I  have 
come  to  believe  that  a  combination  of  Congressionally  mandated  and  administra- 
tively determined  reporting  reauirements  have  created  almost  complete  gridlock  in 
the  effective  implementation  oi  the  foreign  assistance  program.  The  Subcommittee 
has  heard  this  before  and  I  need  not  elaborate  the  point  here.  I  think  that  a  high 
proportion  of  the  congressionally  inspired  requirements  are  the  result  of  ever  in- 
creasing degrees  of  oversight  which  are  themselves  the  consequence  of  Congres- 
sional frustration  at  various  points  in  the  past,  when  the  Executive  Branch  has  used 
development  funds  for  purposes  other  than  those  for  which  Congress  felt  it  was  ap- 
propriating them. 

Tnis  inconsistency  between  Congressional  expectations  and  Executive  Branch  ac- 
tions is  itself  the  consequence  of  a  fundamental  organizational  dilemma:  Congress 
has  appropriated  the  funds  according  to  specific,  generally  long-term,  development 
obiectives  (the  so-called  "functional  accounts")  while  the  Executive  Branch  has  often 
allocated  the  funds  according  to  short-term  geopolitical  criteria.  The  very  close  asso- 
ciation between  A.I.D.  and  tJie  Department  of  State  has  placed  a  short-term  foreign 
policy  overlay  on  the  allocation  of  development  funds  which  has  often  led  to  projects 
of  questionable  effectiveness  in  countries  where  the  rationale  was  often  more  politi- 
cal than  developmental.  Those  of  us  in  A.I.D.  who  were  trying  to  administer  funds 
in  compUance  with  the  purposes  for  which  Congress  appropriated  them  (e.g.  agricul- 
tural development,  population  programs,  improved  nealth,  etc.)  often  found  our- 
selves having  to  program  the  money  in  places  where  the  local  authorities  had  com- 
paratively little  interest  in  development  programs  along  the  lines  Congress  wished 
us  to  pursue.  When  these  were  ESF  funds,  the  problem  was  multiplied.  Since  the 
countnes  knew,  and  we  knew,  that  the  funds  were  being  provided  for  purposes  in 
addition  to  (and  sometimes  other  than)  development  (i.e.,  there  was  usually  a  clear 
political  objective),  A.I.D.  lost  leverage  in  negotiating  projects  and  in  pursuing  their 
implementation. 

I  believe  very  strongly  that  the  end  of  the  Cold  War  and  the  convergence  of  U.S. 
long  term  security  interests  with  sustainable  development  objectives  in  the  develop- 
ing countries  provides  an  opportunity  to  eliminate  the  contradiction  between  the 
short-term  foreign  policy  objectives  and  the  longer  run  development  objectives  of  the 
foreign  assistance  program.  The  new  legislation  should  clearly  establish  tliis  new 
consistency  and  the  organization  of  the  foreign  assistance  program  should  reflect  it. 
I  will  return  to  the  organizational  issues  below. 

Symbolically,  it  is  equally  important  that  A.I.D.  be  disestablished  and  a  successor 
agency  created.  Despite  the  fact  that  A.I.D.  has  many  experienced  and  dedicated  ca- 
reer professionals,  recent  negative  publicity,  lack  of  clear  direction,  declining  assist- 
ance levels,  and  conflicting  objectives  have  resulted  in  a  lower  level  of  public  support 
for  foreign  aid  than  at  any  tiine  since  its  inception.  A.I.D.  has  lost  much  of  the  re- 
spect it  had  earned  over  the  years  and  is  seen  now  as  a  marginally  effective  and 
seriouslv  wounded  institution.  The  reestablishment  of  U.S.  credibility  in  the  inter- 
national development  world  depends  upon  the  creation  of  a  new  agency,  preferably 
not  a  temporary  one  subject  to  annual  or  biaimual  re-authorization,  with  a  clear  set 
of  objectives  and  a  strong  new  mandate.  I  believe  that  the  agency  retains  the  capac- 
ity to  be  the  most  effective  field-based  development  assistance  agency  in  the  world 
but  to  succeed,  years  of  neglect  of  the  personnel  system  will  need  to  be  reversed. 
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This  does  not  necessarily  mean  increasing  the  numbers  of  staff,  but  it  does  mean 
utilizing  better  those  who  are  there  and  recruiting  against  attrition  fix)m  the  vast 
pool  of  experienced  development  professionals  in  the  United  States. 

In  my  experience  working  with  USAID  and  the  World  Bank  and  observing  the 
programs  of  many  other  donors  in  the  three  countries  to  which  I  was  assigned  dur- 
ing my  foreign  service  career,  and  many  others  I  have  visited  over  the  years,  I  am 
convinced  that  no  other  development  organization  has  the  combination  of  technical 
expertise  and  experience  in  implementing  field  programs  that  A.I.D.  has.  This 
wealth  of  experience  and  talent  needs  to  be  recharged  and  channeled  in  constructive 
and  productive  ways.  If  it  is,  the  U.S.  will  have  a  forei^  assistance  program  that 
is  truly  worthy  of  our  capacity  and,  I  hope,  our  continmng  desire  to  provide  global 
leadership  on  development  issues.  Indeed,  even  in  an  era  of  constrained  resources, 
the  U.S.  has  the  potential  to  field  the  best  international  development  program  we 
have  ever  had.  This  is  true  because  the  end  of  the  cold  war  provides  an  opportunity 
to  make  our  foreign  policy  and  international  development  interests  mutually  con- 
sistent and  because  we  have  an  experienced  staff  with  thirty  years  of  project  and 
program  assistance  experience  to  bring  to  bear  on  a  newly  focused  and  imaginative 
development  program. 

I  strongly  believe  that  the  transfer  of  resources  is  less  important  to  successful  de- 
velopment than  the  policies,  institutions,  and  human  resources  committed  by  the  de- 
veloping countries  themselves.  Thus,  an  intellectually  strong  technical  and  science- 
based  U.S.  assistance  effort  could  have  a  tremendous  impact  on  future  development 
outcomes — more  of  an  impact  than  we  had  when  the  relative  quantity  of  the  re- 
sources we  were  transferring  was  much  greater.  If  the  U.S.  assistance  effort  were 
to  effectively  address  the  human  capital  and  institutional  dimensions  of  develop- 
ment, the  much  greater  but  more  passively  administered  resources  of  the  multilat- 
eral institutions  would  have  far  greater  development  impact. 

ORGANIZING  THE  NEW  DEVELOPMENT  ASSISTANCE  PROGRAM 

Two  factors,  one  positive  and  one  negative,  argue  for  retaining  the  new  foreign 
assistance  agency  in  roughly  the  same  relationship  to  the  Department  of  State  as 
at  present.  The  negative  argument  is  that  there  is  no  other  major  agency  to  which 
it  makes  sense  to  attach  the  international  development  assistance  program  and  the 
absence  of  a  close  association  would  almost  certainly  doom  the  agency  to  lack  of  po- 
litical clout  and  a  weak  competitive  position  in  the  budget  process.  Because  of  the 
lack  of  a  broad  constituency  for  foreign  aid,  the  only  way  to  assure  high  visibility 
and  poUtical  support  for  an  independent  foreign  aid  agency  would  be  if  it  had  direct 
and  strong  personal  support  from  the  President,  something  which  appears  unlikely 
now  or  in  the  near  future. 

On  the  positive  side,  however,  is  the  establishment  within  State  of  the  Undersec- 
retary for  Global  Affairs  and  the  determination  of  the  new  administration  to  place 
"global  issues"  at  a  much  higher  level  of  priority  within  the  overall  foreign  policy 
framework.  President  Clinton  has  made  it  clear  that  efforts  to  improve  environ- 
mental sustainability,  reduce  population  growth,  build  strong  trading  relationships 
for  the  U.S.,  and  strengthen  democratic  institutions  and  human  rights  in  the  devel- 
oping world  will  have  high  priority  in  the  overall  foreign  policy  of  the  U.S.  Since 
these  objectives  are  very  closely  associated  with  many  of  the  traditional  concerns 
of  the  foreign  aid  program,  it  makes  more  sense  now  than  perhaps  ever  before  to 
have  the  foreign  assistance  agency  closely  linked  with  the  Department  of  State. 
Thus,  while  at  many  times  in  my  career  I  have  wished  that  A.I.D.  had  more  inde- 
pendence fi"om  the  day  to  day  concerns  of  foreign  policy,  I  think  this  would  not  be 
the  right  time  to  attempt  to  establish  administrative  independence. 

On  the  other  hand,  I  do  think  it  is  important  that  the  agency  be  organized  dif- 
ferently than  the  State  Department.  It  makes  sense  for  State  to  be  organized  along 
geographic  lines  since  our  foreign  policy  is  fundamentally  bilateral  by  nature.  How- 
ever, since  Congress  has  historically  allocated  development  funds  to  address  such 
global  issues  as  population  growth,  improvements  in  health  status,  agricultural  pro- 
ductivity, etc.,  a  newly  structured  foreign  assistance  agency  should  be  organized 
along  functional  lines.  In  the  "White  Paper"  we  identified  three  clusters  of  sub- 
stantive activity:  protecting  the  earth,  investing  in  people,  and  building  the  institu- 
tions of  fi-ee  societies.  An  organization  of  the  new  agency  along  these  lines  would 
assure  that  they  received  primary  attention  in  the  allocation  of  resources  and  would 
protect  against  the  age  old  tendency  of  the  State  Department  to  dominate  the  allo- 
cation process.  A  strong  voice  for  global  issues  in  State  and  a  foreign  aid  agency 
organized  along  functional  lines  would  go  a  long  way  toward  withstanding  the  geo- 
political pressures  that  otherwise  impinge  so  strongly  on  the  A.I.D.  budget. 
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It  certainly  will  be  necessary  for  the  new  agency  to  intersect  with  State  at  the 
geographic  level  and  some  form  of  matrix  organization  between  geographical  and 
functional  interests  should  be  retained,  but  the  central  organization^  principle  of 
a  new  foreign  assistance  agency  should  be  functional  rather  than  geographic  thus 
replacing  the  framework  of  the  last  thirty  years. 

CONCLUSION 

Mr.  Chairman,  members  of  the  subcommittee,  the  U.S.  has  the  capacity  and  the 
opportunity  to  once  again  provide  intellectual  leadership  to  the  field  of  international 
development.  To  do  so,  however,  reqmres  that  we  reorganize  the  way  we  define  and 
administer  development  assistance.  I  have  laid  out  a  few  of  the  changes  I  believe 
are  necessarv,  but  beyond  the  organizational  and  administrative  issues  I  have  dis- 
cussed, and  beyond  even  the  critical  issues  of  rationale  and  substance  of  the  assist- 
ance program  is  the  issue  of  trust  between  the  executive  and  legislative  branches. 
We  need  a  new  compact  between  the  Administration  and  Congress  in  which  the  two 
branches  agree  on  what  the  program  is  to  be  about  and  how  it  is  to  be  administered. 
Thereafter,  it  is  paramount  that  Congress  act  in  good  faith  to  permit  the  Executive 
branch  to  carry  out  the  program  free  from  the  suffocating  oversight  and  the  layers 
of  notification  and  special  reporting  that  now  fully  occupv  the  time  of  literally  doz- 
ens of  staff — staff  wnose  training  and  experience  should  be  devoted  to  carrying  out 
the  program  rather  than  reporting  on  it.  I  believe  that  the  new  convergence  between 
our  foreign  policy  and  development  assistance  objectives — and  the  explicit  recogni- 
tion by  the  new  Administration  of  that  convergence — provides  the  basis  for  a  new 
relationship  of  trust  and  the  grounds  for  a  new,  exciting,  and  more  effective  inter- 
national development  assistance  program  than  we  have  ever  before  attempted. 

STATEMENT  OF  PETER  J.  DAVIES,  PRESmENT  AND  CEO,  AMERICAN 
COUNCIL  FOR  VOLUNTARY  INTERNATIONAL  ACTION  (INTER- 
ACTION) 

Senator  LEAHY.  Mr.  Davies,  do  you  want  to  add  to  this  before  we 
go  to  questions? 

Mr.  Davies.  Yes;  I  do  not  intend  to  read  my  statement,  Mr. 
Chairman,  but  I  do  want  to  make  a  couple  of  points. 

Senator  Leahy.  Please  do. 

Mr.  Davies.  First  of  all,  I  joined  AID  in  1962,  when  it  was  an 
exciting,  mission-driven  institution  under  David  Bell's  direction. 
Today,  and  over  the  last  several  years,  it  has  become  a  leaderless 
bureaucratic  mine  field. 

Senator  Leahy.  That  is  putting  it  mildly.  [Laughter.] 

Mr.  Davies.  There  are  some  extremely  dedicated  people,  particu- 
larly, those  working  in  disaster  relief.  But  AID  does  not  have  a  co- 
herent mission  today,  as  you  pointed  out. 

I  was,  therefore,  delighted  to  hear  about  Deputy  Secretary  Whar- 
ton's review,  and  I  read  your  own  thoughtful  statement  on  the 
Floor  of  the  Senate,  and  agree  with  it. 

Our  view  at  InterAction  is  that  the  foreign  aid  mission  must  be 
refocused  to  force  the  sustainable  development  which  encompasses 
both  alleviating  poverty  and  protecting  the  earth's  resources  for  fu- 
ture generations.  I  am  not  going  to  read  the  points  that  are  in 
there  as  to  what  we  mean  by  sustainable  development.  They  are 
in  the  record.  But  I  believe,  Mr.  Chairman,  that  improving  the 
lives  of  people  is  fundamental  to  avoiding  future  civil  unrest  and 
anarchy. 

Empowering  people  to  take  control  of  their  lives  though  pro- 
grams that  foster  self  reliance  and  alleviate  poverty  is  in  our  own 
self  interest,  and  we  applaud  the  President's  commitment  to  make 
women  full  partners  in  government  and  urge  the  same  commitment 
to  women  to  be  applied  to  our  foreign  assistance  efforts.  As  the 
United  States  cuts  its  own  defense  budget,  we  call  on  the  President 
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to  curb  arms  sales,  security  assistance,  and  other  weapons  trans- 
fers, and  to  press  other  countries  to  follow  suit,  an  issue  Senator 
Feinstein  so  eloquently  spoke  to  a  few  moments  ago. 

I  have  been  in  Somalia  twice,  but  will  not  dwell  on  the  failure 
of  past  United  States  policy  there.  Fundamental  to  the  foreign  aid 
program,  as  my  written  testimony  makes  clear,  is  that  we  focus  on 
strengthening  democratic  institutions;  that  is,  strengthening  the 
civil  society  to  achieving  political  pluralism  and  concern  for  human 
rights.  Without  that,  you  will  have  more  Somalias  at  enormous  cost 
in  lives  and  money. 

We  believe  that  private  voluntary  organizations  have  an  impor- 
tant role  to  play  in  this  effort,  organizations  such  as  World  Learn- 
ing, formerly  Experiment  in  International  Living,  in  your  own 
State.  They  should  be  partners  with  the  Government's  foreign  aid 
program  in  this  endeavor.  They  have  skills  to  bring  to  strengthen- 
ing these  societies,  whether  in  the  poorer  countries  of  the  Third 
World  or  in  the  newly  independent  states  of  the  former  Soviet 
Union  and  Eastern  and  Central  Europe. 

We  strongly  support  the  Democracy  Corps  enacted  as  part  of  the 
Freedom  Support  Act,  and  expect  to  work  with  the  Clinton  admin- 
istration in  implementing  it.  Initiatives  to  empower  people  to 
strengthen  local  nongovernmental  organizations  and  grassroots 
community  groups,  community  organizations,  is  a  proven  way  to 
strengthen  civil  society,  and  that  is  true  for  the  poorest  countries 
and  for  the  former  Soviet  states. 

To  achieve  the  above,  however,  will  require  a  fundamental  over- 
haul of  aid,  a  refocusing  and  effective  leadership  that  would  require 
a  reordering  of  the  funding  priorities,  especially  cutting  back  on  se- 
curity assistance  and  economic  support  funding. 

First,  AID  is  so  badly  oriented  right  now  that  we  believe  that  the 
major  task  of  the  next  AID  Administrator  for  1993  and  part  of  1994 
will  be  to  refocus  the  agency  on  sustainable  development.  Many 
unsustainable,  unwise  programs  were  begun  over  the  last  few 
years. 

We  strongly  support  particularly  the  development  fund  for  Africa 
and  have  been  working  with  AID  to  encourage  them  to  fully  imple- 
ment the  law.  If  that  happens,  we  could  achieve  a  dynamic  aid  pro- 
gram for  tens  of  millions  of  people  in  sub-Saharan  Africa.  We  be- 
lieve that  Africa  and  the  other  poorest  countries  must  not  be  sac- 
rificed as  a  legitimate  requirement  to  fund  the  newly  independent 
states  of  the  former  Soviet  Union,  as  you,  yourself,  pointed  out  is 
so  important.  We  believe  that  it  should  be  possible  to  fund  these 
priority  areas  without  robbing  Peter,  an  advocate  for  the  poorer 
countries,  to  pay  the  Paul  of  the  former  Soviet  Union.  We  should 
not  use  the  foreign  aid  program  for  export  promotion,  nor,  as  I  tes- 
tified to  the  Ferris  Commission,  should  it  choose  only  macrolevel 
growth  and  private  sector  criteria,  as  the  Commission  appeared  to 
do. 

Senator  Leahy.  Does  that  mean  that  you  would  take  Eximbank 
out  of  the  foreign  aid  program? 

Mr.  Davies.  What  I  would  suggest  is  that  it  be  left  to  the 
Eximbank  for  export  promotion  rather  than  having  AID  have  as 
one  of  its  missions  the  focus  on  export  promotion. 
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I  would  suggest  the  same  for  the  private  business  program,  as 
the  former  administration's  policies  were  focusing. 

Last,  we  believe  that  the  American  people  will  support  a 
refocused  foreign  aid  program  that  strives  to  alleviate  poverty 
through  sustainable  development  initiatives  that  empower  people. 
Interaction,  with  Bread  for  the  World  and  others,  call  this  the 
many  neighbors,  one  Earth  campaign. 

We  are  optimistic  that  the  Congress,  the  administration,  and  the 
private  voluntary  organizations  can  collaborate  to  transform 
USAID  into  an  effective,  lean  agency  working  with  the  Government 
and  nongovernmental  actors  to  empower  people  in  the  developing 
world  to  solve  their  problems  of  hunger,  disease,  illiteracy,  and  to 
have  access  to  family  planning  and  information  services  and  to 
take  advantage  of  opportunities  to  improve  their  lives,  and,  if  they 
are  allowed,  as  you  yourself  emphasized,  to  build  democratic  insti- 
tutions through  political  pluralism  and  a  concern  for  human  rights. 

PREPARED  STATEMENT 

I  would  like  to  place  in  the  record  a  paper,  "Steps  to  Revitalize 
U.S.  Foreign  Aid,  an  InterAction  position  paper,  as  well  as  my 
written  testimony. 

Senator  Leahy.  Without  objection. 

Mr.  Davies.  Thank  you,  and  I  will  be  glad  to  answer  any  ques- 
tions. 

[The  statement  follows:] 

Statement  of  Peter  J.  Davies 

Mr.  Chairman,  members  of  the  subcommittee,  my  name  is  Peter  J.  Davies,  the 
President  and  Chief  Executive  Officer  of  the  American  Council  for  Voluntary  Inter- 
national Action,  usually  called  InterAction.  Thank  you  for  the  opportunity  to  testify 
before  you  on  how  to  revitalize  the  U.S.  foreign  aid  program.  InterAction  is  the 
United  States'  largest  and  most  active  membership  association  of  American  non- 
profit agencies  working  overseas  in  relief,  long-term  development,  environmental 
protection,  and  refugee  protection  and  resettlement. 

We  exist  to  help  promote  and  enhance  the  effectiveness  of  private  American  hu- 
manitarian efforts.  Our  membership  includes  143  private  humanitarian  organiza- 
tions, which,  in  the  aggregate,  receive  more  than  1.5  billion  dollars  each  year  in  pri- 
vate contributions,  and  handle  over  $600  million  of  government  funding  (about  half 
of  which  is  in  the  form  of  commodities).  The  central  focus  of  our  members'  work  is 
to  alleviate  human  suffering  and  empower  the  poor.  Many  InterAction  members 
work  both  in  the  United  States  and  overseas,  and  find  that  insights  from  years  of 
work  internationally  can  often  be  applied  to  programs  in  the  U.S. 

Many  of  the  recommendations  I  will  make  today  are  contained  in  an  InterAction 
Position  Paper,  Steps  to  Revitalize  U.S.  Foreign  Aid.  I  ask  that  a  copy  of  it  be  in- 
cluded in  the  record. 

Senator  Leahy,  we  share  your  concerns  over  the  state  of  U.S.  foreign  assistance 
efforts.  Many  polls  suggest  tiiat  Americans  are  skeptical  about  AID's  long-term  de- 
velopment efforts.  Let  me  state  immediately  that  it  is  our  view  that  they  should  be! 
During  the  waning  days  of  the  Bush  Administration  AID  was  described  in  a  Na- 
tional Jovumal  article  as  a  "dispirited  and  immobilized  agency,  an  agency  going  no- 
where." We  agree  with  that  assessment.  Special  reports  by  CNN  and  60  Minutes 
underscored  MD'a  decline. 

However,  I  would  like  to  stress  that  no  one  should  give  up  on  U.S.  Government 
efforts  to  promote  development  overseas  only  because  AID  increasingly  lost  direction 
and  was  poorly  led  over  the  last  few  years.  We  believe,  and  initial  steps  by  the  Clin- 
ton Administration  suggest,  that  one  can  be  cautiously  optimistic  about  efforts  to 
revitalize  U.S.  Government  development  programs. 

Deputy  Secretary  of  State  Clifton  Wharton  announced  recently  his  hope  "that  in 
a  period  of  approximately  90  days,  working  with  a  variety  of  individuals,  we  will 
be  able  to  come  to  some  preliminary  closure  on  what  we  believe  should  be  the  true 
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goals  and  objectives  of  AID  in  the  oirrent  world  context."  He  also  stated  that  the 
U.S.  Government  "must  ensure  that  our  AID  activities  directly  support  democracy, 
fi-ee  markets  and  sustainable  development." 

We  believe  that  the  Wharton  process  must  include  an  examination  of  the  goals 
and  objectives  of  foreign  assistance,  not  iust  AID,  followed  by  a  careful  analysis  of 
which  agencies  are  best  suited  for  which  functions.  The  objectives  of  U.S.  foreign 
policy  will  continue  to  range  widely,  including  support  for  countries  in  the  midst  of 
transitions  to  democracy,  development  in  poor  countries,  U.S.  exports,  and  nuclear 
nonproliferation  efforts.  Not  only  AID,  but  the  U.S.  Information  Agency,  the  Peace 
Corps,  the  Inter-American,  Afiican  Development,  and  Asia  Foundations,  the  Export- 
Import  Bank,  and  many  other  governmental,  quasi-governmental,  and  non-govern- 
mental actors  will  continue  to  be  involved  in  some  of  these  activities. 

WHERE  NEXT  FOR  AID? 

The  answer  depends  in  part  on  sui  examination  of  other  agencies  and  their  capa- 
bilities. It  may  Ije  true,  for  example,  that  more  of  sustainable  development  can  be 
carried  out  by  agencies  with  structures  like  that  of  the  Inter-American  and  African 
Development  Foundations.  This  would,  of  course,  affect  the  restructuring  of  AID — 
or  its  successor. 

We  endorse  calls  by  President  CHnton  for  a  new  global  bargain  to  preserve  the 
earth  and  the  life  it  sustains.  We  think  this — ^the  promotion  of  sustainable  develop- 
ment that  reaches  the  poor — should  serve  as  the  central  organizing  principle  for  the 
revitalization  of  U.S.  bilateral  development  activities.  A  restructured  AID  agency, 
through  this  focus  on  getting  at  the  root  causes  of  poverty,  would  lessen  the  likeli- 
hood of  more  Somalias  as  it  helped  improve  human  well-being  globally. 

This  goal  sets  up  priorities  tnat  would  lead  to  changes  in  the  way  decisions  are 
made  about  programs  and  funding.  Our  recommendations  in  these  areas  will  make 
up  the  bulk  of  my  testimony  today. 

We  believe  that  to  make  the  U.S.  bilateral  development  agency  effective  once 
again  its  purposes  must  be  narrowed  and  focused.  Therefore,  Bread  for  the  World, 
InterAction  and  numerous  other  development  and  environmental  groups  hope  to  col- 
laborate with  you  and  other  leading  members  of  Congress  and  the  Administration 
to  actiieve  a  new  approach  to  sustainable  development.  We  call  this  effort  the  Many 
Neighbors,  One  Earth  campaign. 

The  Many  Neighbors,  One  Earth  campaign  aims  to  center  the  U.S.  development 
agency  on  promoting  sustainable  development.  What  do  we  mean  by  sustainable  de- 
velopment/ A  sustainable  development  program  encompasses  both  poverty  allevi- 
ation and  protection  of  the  earth  s  resources;  such  a  program  consists  of  six  broad, 
interrelated  priority  activities:  helping  people  attain  self-reliance  as  they  satisfy 
their  basic  human  needs  for  food,  clothing,  shelter,  clean  water,  literacy  and 
numeracy,  and  health  care;  increasing  poor  people's  earning  capacity  through  pro- 
grams such  as  microenterprise  credit  promotion  and  other  activities  which  empower 
the  poor;  protecting  the  environment  tor  future  generations;  stabilizing  world  popu- 
lation; promoting  democratic  participation — strengthening  civil  society — so  that  peo- 
ple in  developing  countries  are  involved  in  decision-making  at  both  local  and  na- 
tional levels;  ana  fostering  respect  for  hvunan  rights. 

We  applaud  the  F*resident's  commitment  to  make  women  fuU  partners  in  govern- 
ment as  well  as  to  "make  government  work  for  American  women,"  and  urge  that 
this  same  commitment  to  women  be  applied  to  our  foreign  assistance  efforts.  A  dis- 
proportionately high  number  of  the  world's  poor  are  women,  although  women 
produce  as  much  as  70  percent  of  the  developing  world's  food,  manage  the  majority 
of  the  world's  natural  resources,  and  have  primary  responsibility  for  ensuring  the 
well-being  of  future  generations. 

Let  me  state  this  bluntly:  in  order  to  succeed,  sustainable  development  policies 
and  projects  must  take  into  account  the  critical  role  played  by  women  in  the  devel- 
oping world.  Experience  has  shown  that  whole  communities  benefit  fi-om  projects 
that  improve  the  health,  educational,  and  socioeconomic  status  of  women  and  girls. 

HOW  SHOULD  AID  BE  RESTRUCTURED  TO  DO  THIS? 

Programs  in  SubSaharan  Africa  should  be  structured  to  fully  meet  the  require- 
ments of  the  law  as  it  now  exists.  We  strongly  support  the  Development  Fund  for 
Africa  (DFA)  and  have  been  working  with  AID  to  encourage  them  to  fully  imple- 
ment the  law.  Progress,  unfortunately,  has  been  slow.  Full  adherence  to  the  letter 
and  spirit  of  the  Development  Fund  for  Africa  would  lead  to  a  dynamic  aid  program 
for  tens  of  millions  of  people  in  SubSaharan  Africa. 

U.S.  Government  programs  in  Latin  America,  Asia,  and  the  poorer  countries  of 
the  former  Soviet  Union  would  benefit  from  attention  to  participation  issues  as  con- 
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tained  in  the  DFA.  Even  in  the  more  developed  countries  of  Eastern  Evirope  and 
the  former  Soviet  Union,  greater  attention  to  the  importance  of  democratic  partici- 
pation would  lead  to  greater  sustainability  of  program  activity. 

Here,  the  experience  of  PVO's  is  particularly  relevant.  We  have  found  that  direct 
interventions  to  alleviate  human  sunering,  wmle  still  necessary,  are  not  as  effective 
as  initiatives  to  empower  people — working  to  strengthen  local  non-governmental  or- 
ganizations. We  increasingly  concentrate  on  working  with  local  organizations  to  help 
uiem  meet  the  goals  they  set  for  themselves.  This  is  a  simple,  powerful  recipe  for 
achieving  sustainability. 

Now,  I  would  like  to  move  to  another  area.  Mr.  Chairman,  I  am  aware  of  your 
role  in  the  creation  of  the  Ferris  Conunission.  I  testified  before  the  Commission  last 
March,  and  want  to  restate  my  utter  disagreement  with  the  reorganization  propos- 
als the  Commission  made.  I  was  shocked  by  their  initially-suggested  criteria  for  de- 
velopment success:  the  Commission  only  was  concerned  with  what  it  termed  "growth 
potential."  Let  me  repeat  what  I  said  then:  "In  choosing  only  macro-level  growth 
and  private  sector  criteria,  the  Commission  appears  to  abandon  AID's  historic  mis- 
sion, which  has  been  to  focus  primarily  on  the  poor.  The  PVO  community  has  been 
an  active  participant  in  and  enthusiastic  supporter  of  this  mission.  There  is  little 
evidence  that  poverty  can  be  overcome  solely  through  macro  changes.  Therefore,  we 
strongly  urge  ♦  ♦  ♦  that  poverty  must  continue  to  be  teckled  at  the  community 
level.* 

Let  me  give  you  an  example  of  what  is  not  part  of  sustainable  development.  We 
do  not  believe  it  appropriate  for  AID  (or  its  successor)  to  focus  on  export  promotion 
activities.  We  believe  export  promotion  programs  should  be  implemented  bv  other 
Executive  Branch  entities,  such  as  the  Export- Import  Bank.  Sustainable  aevelop- 
ment  is  the  proper  long-term  export  promotion  strategy  in  poorer  countries. 

We  further  believe  that  large  capital  projects  should  only  play  a  limited  role  in 
any  U.S.  aid  program,  especially  in  the  poorest  countries,  'mien  capital  projects  are 
included  in  country  aid  programs,  they  should  meet  both  environmental  and  devel- 
opmental soundness  criteria. 

1  would  like  to  discuss  briefly  the  role  of  U.S.  contributions  in  support  of  multilat- 
eral efforts  to  promote  sustainable  development.  The  U.S.  must  become  a  leader  in 
urging  that  all  m^jor  multilateral  agencies  that  work  in  the  poorer  countries,  from 
the  World  Bank  to  the  UN  Development  Program,  need  to  focus  on  promoting  sus- 
tainable development.  The  Many  Neighbors,  One  Earth  campaign  will  single  out 
those  multilateral  organizations,  such  as  UNICEF  and  the  UN  Environmental  Pro- 
gram, that  already  focus  on  sustainable  development,  and  recommend  that  they  re- 
ceive funding  increases. 

HOW  MUCH  MONEY  SHOULD  THE  U.S.  SPEND  ON  SUSTAINABLE  DEVELOPMENT? 

My  answer  comes  in  three  parts. 

First,  AID  is  so  badly  oriented  right  now,  that  we  believe  that  the  m^jor  task  of 
the  next  Administrator  for  fiscal  year  1993  and  part  of  fiscal  year  1994  will  be  to 
refocus  the  Agency  on  sustainable  development.  Many  unsustainable,  unwise  pro- 
grams were  begun  over  the  last  few  vears.  They  need  to  be  rapidly  identified,  and, 
insofar  as  possible,  stopped.  The  freed-up  resources  should  be  devoted  to  sustainable 
development. 

Second,  while  we  recognize  and  support  a  focus  on  promoting  democracy  in  the 
states  of  the  former  Soviet  Union,  we  strongly  oppose  any  attempt  to  reduce  re- 
sources for  Africa  or  other  parts  of  the  developing  world  to  fiind  proposed  increases 
for  the  Newly  Independent  States  (NIS).  We  strongly  support  the  Democracy  Corps, 
enacted  as  part  of  the  Freedom  Support  Act,  and  look  forward  to  working  with  the 
Clinton  Administration  on  its  implementetion.  We  believe  that  strengthening  the 
governmental  and  nongovernmental  elements  of  democratic  civil  society  in  the  NIS 
are  critical  to  the  survival  of  democracy  there. 

However,  AID  programs  for  the  entire  developing  world  were  funded  at  less  than 
$2.2  billion  for  fiscal  year  1993.  Egypt  and  Israel,  of  course,  receive  more  than  that 
in  economic  funds,  and  the  Administration's  request  for  Eastern  Europe  and  the 
former  Soviet  Union  would  mean  that  the  former  Second  World  would  claim  about 
half  as  much  money  as  the  entire  developing  world.  We  believe  that  it  should  be 

Possible  to  obtain  adequate  funds  for  all  these  priority  areas  without  robbing  the 
eter  of  the  poor  countries  to  pay  the  Paul  of  the  former  Soviet  Union. 
Third,  the  challenge  of  our  times  is  to,  as  Jim  Grant  of  UNICEF  recently  stated, 
"provide  virtually  every  man,  woman,  and  child  on  earth  with  adequate  food,  clean 
water,  safe  sanitation,  primary  health  care,  family  planning,  and  basic  education — 
by  the  end  of  the  century  and  at  an  affordable  price."  It  is  Mr.  Grant's  belief  that 

2  billion  is  the  projected  American  share  of  the  extra  $25  billion  yearly  that  will 
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be  required  globally  by  mid-decade  to  meet"  these  goals.  I  believe  that  perhaps  as 
much  us  one-half  or  more  of  this  total  is  sitting  right  now  within  AID,  spilling  out 
to  poorly-conceived,  trickle-down  projects. 

We  recommend,  based  on  UNICEF's  analysis,  an  increase  in  U.S.  efforts  to  pro- 
mote sustainable  development — perhaps  doubling  over  a  four  year  period,  with  the 
major  increases  coming  in  fiscal  years  1995-96.  If  we  as  a  world  now  possess  the 
resources  and  the  skills  do  what  Mr.  Grant  states,  I  submit  it  would  be  profoundly 
immoral  not  to  do  so. 

We  endorse  efforts  to  reduce  security  assistance  and  other  weapons  transfers  and 
to  press  other  countries  to  follow  suit.  This  is  a  critical  component  of  a  full  strategy 
to  refocus  global  resources  on  sustainable  development. 

Mr.  Chairman,  Members  of  the  Subcommittee,  as  we  begin  a  partnership  with  the 
Clinton  Administration,  I  propose  optimism,  not  pessimism.  I  believe  that  if  we  can 
collaborate  to  help  transform  U.S.  AID  into  an  effective,  lean  agency,  working  with 
governments  and  nongovernmental  actors  to  empower  poor  people  to  solve  their 
problems  of  hunger,  disease,  illiteracy,  and  lack  of  economic  opportunity,  that  Amer- 
icans would  support  that  work. 

I  look  forward  to  the  opportunity  to  continue  working  with  you  and  others  to  con- 
vert this  dream  into  reality.  I  would  be  pleased  to  answer  any  questions  you  might 
have.  I  thank  you. 

TABLE  2.1.— RECENT  TRENDS  AND  ASSESSMENT  OF  U.S.  AID  DEVELOPMENT 
ASSISTANCE  EXPENDITURES  BY  MAJOR  CATEGORY  AND  PROGRAM  AREA 

[Dollars  in  thousands] 


Categoiy 


Fiscal  year- 


1991  actual 
outlays 


1993  proposed 
expenditures 


Percent 
change 
1991-93 


Priority 
ranking 


Program  area: 

Food  security,  agriculture,  and  natural  resources: 

Farming  system  design  and  diffusion $239,291 

Management,  policy,  and  planning 186,145 

Business  development  and  marketing  166,590 

Natural  resource  use  and  conservation 102,679 

Total  category  I 694,705 

Nutrition,  health,  and  child  survival: 

Nutrition:  General 32,947 

Child  survival  79,113 

Infectious  diseases  169,620 

Preventative  health 214,894 

Total  category  II 

Education: 

Basic  education  for  children  

Basic  education  for  adolescents  and  adults  

Investments  in  people  and  infrastructure 

Total  category  III 

Environmental  protection  and  energy  use: 

Environmental  management,  planning,  and  policy 151,123 

Urban  and  industrial  pollution  159,909 

Water  resources  management  33,324 

Energy  management,  planning,  policy  and  production 49,176 

Total  category  IV 

Population: 

Family  planning  programs  and  services 

Total  category  V 

Infrastructure: 

Roads 101,428 


$160,653 

-31.6 

(1) 

194,890 

+4.7 

{') 

160,810 

-3,5 

(2) 

40,856 

-60.2 

(') 

557,209 


24,871 

72,098 

185,581 

193,230 


-19.8 


-24.5 
-8.9 
+9.4 

-10.1 


204,925  +35.6 

87,305  -45.4 

26,911  -19.2 

32,227  -56.8 


(') 


(1) 
(') 
(') 
(') 


496,574 

475,780 

-4.2   .. 

174,003 

28,571 

252,424 

134,612 

35,869 

208,629 

-22.6 
+25.5 
-17.3 

(') 
(1) 
(2) 

454,998 

379,110 

-16.7  ... 

(2) 
(') 
(') 


393,532 

340,368 

-13.5  ... 

360,152 

333,895 

-7.3 

{') 

360,152 

333,895 

-7.3  ... 

442,841 


■57.8 


(2) 
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TABLE  2.1.— RECENT  TRENDS  AND  ASSESSMENT  OF  U.S.  AID  DEVELOPMENT 
ASSISTANCE  EXPENDITURES  BY  MAJOR  CATEGORY  AND  PROGRAM  AREA— Continued 

[Dollars  in  thousands] 


Total  category  VIII 


AID  administration  and  ottier. 

Administrative  expenditures 

Centrally  managed  disaster  assistance 


Fiscal  year— 


^'''"^  1991  actual       1993  proposed        ^"p  S 

outlays  expenditures        i99i_93 


Power 148,490  88,469  -40.4  (2) 

Railroads 37,178  31,720  -14.7  (3) 

General  construction  and  other 37,413  23,421  -37.4  (3) 

Total  category  VI 324,509  186,451  -42.5     


Total  category  VII 214,128  250,114  +16.8 


Total  category  IX 

Total  all  categories 6,684,013        5,583,185         -16.5 


Democratic  institutions  and  human  rights: 

Strengthening  judicial  systems  79,855  43,551  -45.5  ( 

Electoral  processes  9,770  21,741  +122.5  ( 

Human  rights  and  democratic  processes 49,292  39,965  - 18.9  ( 

Information  and  communications 19,730  72,026  +265.1  { 

Building  civic  processes  55,481  72,831  +31.3  ( 


Policy  refom  and  business  development 

Business  development  promotion  481,818  546,750          +13.5  (2) 

Financial  markets  and  credit  277,747  306,445          +10.3  (2) 

Policy  reform,  nonsectoral 2,753,052  1,828,182         -33.6  (3) 

Israel  portion 1,200,000     (3) 

Other  recipients 


1,553,000 

(3) 

3,152,614 

2,681,377 

-23.7  .. 

233,508 

338,875 

(') 

10,000 

- 100.0 

(1) 

243,508 

338,875 

+44.5  .. 

Ranking  scale: 

( ' )  Program  area  Is  generally  focused  on  a  hunger  and  poverty  alleviation  and  functions  effectively;  increased  funding  recomrDended. 

(2)  Program  area  addresses  critical  need,  but  does  so  sporadically  or  inefficiently;  funding  levels  should  be  conditional  on  success  of  re- 
form efforts. 

( 3 )  Program  area  addresses  lower  priority  needs  and/or  is  routinely  ineffective;  redirect  funding  to  other  areas  and  substantially  reform  any 
ongoing  effort. 
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STEPS  TO  REVITALIZE  U.S.  FOREIGN  AID 

InterAction  members  represent  a  sector  of  America's  voluntary  organizations  working 
around  the  world  to  promote  sustainable  development,  provide  humanitarian  relief, 
and  encourage  democracy  through  the  development  of  viable  civil  societies.   The 
central  focus  of  our  work  is  to  alleviate  human  suffering  and  empower  the  poor. 
Many  of  us  work  both  in  the  United  States  and  overseas,  and  find  that  insights  from 
years  of  work  internationally  can  often  be  applied  to  our  programs  in  the  US. 

We  urge  your  consideration  of  the  following  as  priority  items  to  restore  the  dynamism 
and  credibility  of  the  US  bilateral  economic  assistance  program: 


Foreign  and  Domestic  Problems  are  Linked 

We  agree  with  the  President-elect  that  "foreign  and  domestic  policy  are  inseparable  in 
toda/s  world."   In  the  spirit  of  UNCED,  we  strongly  support  efforts  to  promote 
sound  environmental  management  at  home  and  abroad.   We  also  call  on  President- 
elect Clinton  to  commit  his  Administration  to  the  eradication  of  child  poverty  in  the 
United  States  and  abroad.   The  goals  adopted  at  the  1990  Worid  Summit  for  Children 
provide  guideposts  for  action. 


Many  Neighbors,  One  Earth 

We  endorse  calls  by  President-elect  Clinton  and  Vice-President-elect  Gore  for  a  new 
global  bargain  to  preserve  the  earth  and  the  life  it  sustains.    Bread  for  the  World, 
InterAction  and  numerous  other  environmental  and  development  groups  are 
collaborating  with  leading  members  of  Congress  eind  seek  to  work  with  the  Clinton 
Administration  to  achieve  a  multilateral  approach  to  sustainable  development  as 
suggested  in  Vice-President-elect  Gore's  book.  Earth  in  the  Balance.   We  call  this  effort 
the  Many  Neighbors,  One  Earth  campaign. 

We  believe  that  a  sustainable  development  program  encompasses  both  poverty 
alleviation  and  protection  of  the  earth's  resources  and  that  such  a  program  should 
consist  of  six  broad,  interrelated  components:  ^ 

•  helping  people  attain  self-reliance  as  they  satisfy  their  basic  human  needs  for 
food,  clothing,  shelter,  clean  water,  literacy  and  numeracy,  and  health  care; 

•  increasing  poor  people's  earning  capacity  through  programs  such  as 
microenterprise  credit  promotion  and  other  activities  which  empower  the  poor; 

•  protecting  the  environment  for  future  generations; 

•  stabilizing  world  population; 

•  promoting  democratic  values  and  processes,  including  involving  local 
communities  in  decision-making;  and 

•  •      fostering  respect  for  human  rights. 

As  the  US  cuts  its  own  defense  budget,  we  call  on  the  President-elect  to  commit  his 
Administration  to  curb  arms  sales,  security  assistance  and  other  weapons  transfers 
and  to  press  other  countries  to  follow  suit  as  part  of  an  effort  to  refocus  resources 
toward  sustainable  development,  including  poverty  alleviation  and  natural  resource 
preservation. 
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Nongovernmental  Organizations  are  Key 

To  Building  Civil  Society  and  a  Sustainable  World 

We  were  encouraged  by  the  positive  statements  in  the  speech  on  American  Foreign 
Policy  and  the  Democratic  Ideal.   In  particular,  we  welcomed  President-elect  Clinton's 
statement  that  he  "will  reorganize  and  redirect  (US)  foreign  assistance  programs  ... 
stress(ing)  not  only  sustainable  development  but  also  the  development  of  skills,  of 
values,  and  the  institutions  of  free  society."   We  hope  to  build  a  partnership  with  the 
Clinton  Administration  based  on  a  mutually-agreed  agenda  for  promoting  sustainable 
development,  civil  society,  and  participatory  democracy.   We  look  forward  to  a 
process  of  regular  interaction  between  us  and  transition  officials  working  on  AID  as  a 
harbinger  of  a  similar  process  of  interaction  when  the  new  Administration  assumes 
power. 

We  believe  it  essential  that  advocates  for  sustainable  development,  civil  society 
promotion,  and  participatory  democracy  have  a  powerful  voice  in  the  Clinton  White 
House.   We  therefore  endorse  the  recommendation  Contained  in  the  recently-released 
"White  Paper  on  US  Development  Cooperation  in  a  New  Democratic  Era"  by  the 
Independent  Group  on  the  Future  of  US  Development  Cooperation  to  "establish  in  the 
Executive  Office  of  the  President  an  entity  that  rriight  be  called  the  Develof>ment 
Coordination  Group  ...  composed  of  Under  Secretary  level  officials,  (and)  ...  charged 
with  the  coherence-coordination  function." 

Take  Action  to  Shore  Up  International  Aid  Programs 

We  are  deeply  concerned  about  the  deterioration  of  support  for  international 
development  activities.   We  have  observed  with  alarm  the  sinking  reputation  of  the 
Agency  for  International  Development.   President-elect  Clinton  must  move  rapidly  to 
restore  the  dynamism  and  credibility  of  the  US  bilateral  economic  assistance  program. 
To  accomplish  this,  we  believe  President-elect  Clinton  needs  to  take  four  actions  as 
soon  as  possible: 

•  Nominate  a  senior,  respected  official,  with  prior  experience  in  sustainable 
development  Issucfe,  for  the  position  of  AID  Administrator.   The  next 
Administrator  of  the  US  bilateral  assistance  program  must  be  able  to  articulate 
immediately  a  clear  vision  to  the  Congress  and  other  Americans  regarding  the 
need  for  effective  US  sustainable  development  activities  (whether  or  not  AID  is 
replaced  by  a  new  sustainable  development  agency).    Announce  the 
nomination  before  the  inauguration,  and  work  with  the  Senate  to  have  the  new 
AID  Administrator  confirmed  and  in  office  before  the  end  of  February. 

•  Implement  the  top  recommendation  of  'The  President's  Commission  on  the 
Management  of  AID  Programs"  that  "(t)he  Administrator  should  designate  the 
Deputy  Administrator  as  Chief  Operatifig  Officer  and  establish  a  small  staff 
office  to  help  carry  out  the  function."   A  strong,  senior  team  combining 
leadership  abilities  with  management  capabilities  is  key  to  restoring  our 
bilateral  economic  assistance  activities. 

•  Clarify  the  relationship  between  the  AID  Administrator  and  the  Secretary  of 
State  by  giving  the  AID  Administrator  clear  control  over  the  design, 
implementation,  and  country  allocations  for  sustainable  development 
programs.    As  required  by  law,  the  Administrator  would  take  these  decisions     > 
"under  the  policy  guidance  of  the  Secretary  of  State,"  but  without  undue 
influence  from  short-term,  non-developmental  concerns.   We  endorse  the 
recommendation  contained  in  the  "White  Paper  on  US  Development 
Cooperation  in  a  New  Democratic  Era"  by  the  Independent  Group  on  the 
Future  of  US  Development  Cooperation,  that  "the  Agency  Head's  formal 
reporting  relationship  should  run  through  the  Development  Coordination 
Group  only  to  the  President." 
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•      Publicly  commit  the  Administration  to  work  with  the  Congress  on  a  rapid 
rewrite  of  the  Foreign  Assistance  Act.   Such  a  rewrite  is  needed  to  restore  the 
credibility  of  US  bilateral  assistance  by  giving  a  renewed  sense  of  mission  to 
US  development  efforts.   The  goal  should  be  enactment  of  a  new  foreign 
assistance  law  before  the  August  Congressional  recess.    We  do  not  believe  that 
another  commission  to  study  the  future  of  foreign  aid  is  needed.   Rather,  we 
think  that  prior  Congressional  work  based  on  the  1989  report  of  the  House 
Committee  on  Foreign  Affairs'  Task  Force  on  Foreign  Assistance  (chaired  by 
Representatives  Lee  Hamilton  and  Ben  Gilman)  provides  a  solid  grounding  for 
a  new  foreign  assistance  act.   The  Many  Neighbors,  One  Earth  initiative  will 
include  a  legislative  proposal  that  will  be  based  on  the  Hamilton-Gilman 
recommendations.   In  addition,  InlerAction  is  prepared  to  work  with  the 
Administration  and  Congress  in  shaping  the  Fiscal  Year  1994  "150"  budget 
account. 

Appointnienls  to  a  wide  variety  of  positions  in  AID,  the  Department  of  Stale,  the 
Department  of  the  Treasury,  and  elsewhere  in  the  Administration  are  of  great  interest 
to  this  community.   We  believe  that  this  Administration  should  nominate  people  in 
these  areas  who  will  not  need  "on-the-job  training"  and  who  have  significant  stature 
on  Capitol  Hill.   Qualified  people  with  relevant  backgrounds  are  necessary.   We 
would  like  to  discuss  these  issues  with  the  appropriate  officials  as  this  process 
proceeds.    Specifically,  the  Bureaus  and/or  Offices  in  AID  which  work  on 
humanitarian  assistance  and  PVO  programs  should  be  staffed  by  people  already 
familiar  in  detail  with  PVO  operations.   The  person  responsible  for  coordinating  US 
disaster  response  is  in  a  particularly  key  position,  and  we  strongly  recommend  that  an 
outstanding  person  with  prior  experience  in  this  area  be  nominated. 

We  applaud  the  President-elect's  commitment  to  make  women  full  partners  in 
government  as  well  as  to  "make  government  work  for  American  women,"  and  urge 
that  this  same  commitment  to  women  be  applied  to  our  foreign  assistance  efforts.    A 
disproportionately  high  number  of  the  world's  poor  are  women,  although  wompn 
produce  as  much  as  70  percent  of  the  developing  world's  food,  manage  the  majority 
of  the  world's  natural  resources,  and  have  primary  responsibility  for  ensuring  the 
well-being  of  future  generations. 

Experience  has  shown  that  whole  communities  benefit  from  projects  that  improve  the 
health,  educational,  and  socio-economic  status  of  women  and  girls.    Likewise,  in  order 
to  be  successful,  sustainable  development  policies  and  projects  must  take  into  account 
the  critical  role  played  by  women  in  the  developing  world.   Therefore,  we  urge  the 
Clinton  Administrafion  to  take  steps  to  strengthen  bilateral  and  multi-lateral 
assistance  programs  for  women,  and  to  ensure  that  gender  concerns  are  addressed  at 
every  level  of  humanitarian  work:   from  relief,  to  rehabilitation,  to  development. 
Furthermore,  we  urge  that  decision  makers  are  educated  in  the  critical  role  of  women 
in  development.   We  also  call  on  the  new  Administrafion  to  undertake  a  major 
initiative  to  address  women's  rights  as  human  rights. 

We  were  heartened  by  President-elect  Clinton's  statement  that  he  "will  rely  on 
America's  voluntary  organizations  to  help  in  the  development  of  independent,  civic, 
and  service  sectors  in  the  new  democracies."  The  challenge  now  is  to  make 
democracy  work  —  isocially,  economically,  and  polifically.   Democracy  will  not 
develop,  nor  can  it  endure,  unless  it  is  built  upon  a  strong  civil  society.    A  civil 
society  wilhihe  vitality  of  independent  sector  organizations  ensures  that  democratic 
I  government,  in  deriving  its  authority  from  the  people,  will  be  responsive  to  the  needs 
of  its  citizens  and  communities.   Voluntary  organizations  promote  an  appreciation 
among  ciUzens  of  their  rights  and  responsibilities  and  sfimulate  participation  in 
democratic  processes.   We  and  locally-based  non-governmental  organizations  play  a 
dynamic  role  in  educating  cifizens,  providing  channels  for  political,  economic,  and 
social  expression,  and  enabling  people  to  improve  their  own  welfare. 
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Many  of  us  look  forward  to  working  with  the  Administration  in  the  implementation 
of  the  Freedom  Support  Act  to  assist  in  the  development  of  democratic  institutions 
and  processes  throughout  the  states  of  the  former  Soviet  Union.    We  supported  the 
Democracy  Corps,  enacted  as  part  of  the  Freedom  Support  Act,  and  look  forward  to 
working  with  the  Qinton  Administration  in  its  implementation.    As  a  community,  we 
support  the  concept  of  popular  participation  in  its  various  forms. 

The  impetus  for  sound  development  must  come  from  the  grass  roots.   Projects 
initiated,  developed,  and  managed  at  the  community  level  are  among  the  most  viable 
for  the  neediest  and  most  vulnerable.     Non-governmental  organizations— ranging 
from  international  humanitarian  agencies  to  village-based  cooperatives— play  a  critical 
role  in  these  activities  because  of  our  first-hand  knowledge  of  the  social,  economic, 
and  cultural  needs  of  individual  populations.    Local  control  not  only  promotes  sound 
development,  it  empowers  people  to  become  more  active  citizens  and  for 
governments  to  become  more  accountable  to  citizens'  needs. 


Sustainable  Development,  Not  Export  Promotion,  • 
Should  be  the  Focus  of  these  Programs 

We  do  not  believe  it  appropriate  for  AID  (or  its  successor)  to  focus  on  export 
promotion  activities.    We  believe  export  promotion  programs  should  be  implemented 
by  other  Executive  Branch  entities,  such  as  the  Export-Import  Bank.    AID  (or  its 
successor)  should  focus  on  sustainable  development,  which,  rightly  done,  would 
permit  countries  over  time  to  increase  their  involvement  in  the  global  economy  as 
incomes  increase  for  the  majority  of  the  population.     Sustainable  development  is  the 
proper  export  promotion  program  in  poorer  countries. 

We  further  believe  that  large  capital  projects  should  only  play  a  limited  role  in  any  US 
aid  program,  especially  in  the  poorest  countries.    When  capital  projects  are  included 
in  country  aid  programs,  they  should  meet  developmental  soundness  criteria. 


Humanitarian  Emergencies 

We  noted  with  great  interest  President-elect  Clinton's  promise  to  "explore  new  ideas 
for  UN  preventive  diplomacy  to  head  off  conflicts  before  they  break  out."   We 
strongly  support  such  efforts.   The  situation  leading  to  the  need  for  humanitarian 
intervention  in  Somalia  starkly  illustrates  what  occurs  when  preventive  diplomacy 
fails  because  it  is  not  pursued  with  adequate  vigor  and  appropriate  tools. 

As  a  result  of  consultation  with  NGO  partners  in  the  South  and  our  extensive 
experience  in  providing  aid  to  needy  civilians  in  conflict  situations  around  the  world, 
our  community  has  developed  tremendous  expertise  on  how  to  respond  effectively  to 
humanitarian  emergencies.    We  are  also  engaged  in  ongoing  reflection  and  debate 
about  issues  of  humanitarian  protection,  including  the  links  between  humanitarian 
response,  diplomatic  efforts  to  promote  peace,  and  economic  reconstruction. 

We  strongly  believe  that  the  Clinton  Administration  should  include  humanitarian 
experts  in  key  decision-making  structures  and  activities  relating  to  humanitarian 
crises.    We  will  be  in  further  contact  with  you  and  other  agency  and  department 
clusters  on  these  critical  points. 

InterAction:   The  American  Council  for  Voluntary  International  Action  Is  a  coaliHon  of  US 
private  and  voluntary  organi7Jtion<>.   This  diverse  group  of  143  member  agencies  works  on  a  broad  range  of 
Inlernallonat  humanitarian  Issues:    long-term  development;  disaster  relief;  refugee  protection,  assistance  and 
resettlement;  public  policy;  and  building  a  constituency  for  development  assistance  through  education  of  the 
American  public.    The  constituencies  of  InterAction  memtjers  comprise  several  million  Americans  v»(ho  together 
channel  over  $2  billion  annually  in  private  contributions  to  developing  countries. 
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InlcrAclion  members  are  a  powerful  voice  in  support  of  humanitarian  assistance,  third  world  development,  and 
refugee  rcscttlcmcnl  and  protection.    Although  only  eight  years  old,  the  coalition  has  developed  significant 
influence  with  the  media  and  the  US  government.    InterAction  has  been  particularly  effective  in  ensuring 
support  for  US  foreign  a.ssistancc  and  has  been  an  outspoken  advocate  for  global  environmental  issues. 


InterAction  Member  Agencies 
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Service 
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PUBLIC  SUPPORT  FOR  FOREIGN  AID 

Senator  Leahy.  Mr.  Davies,  I  just  want  to  follow  up  on  some- 
thing you  said.  I  am  going  to  ask  one  question  of  each  of  you,  and 
then  I  would  yield  to  Senator  Feinstein. 

You  said,  as  you  were  concluding,  that  you  felt  the  American  peo- 
ple would  support  a  program,  as  you  had  defined  it.  The  United 
States  still  has  the  largest  economy  in  the  world.  And  even  though 
we  have  a  small  part  of  the  world's  population,  we  use  a  dispropor- 
tionate amount  of  the  world's  resources.  I  do  not  know  of  any  na- 
tion that  begins  to  use  the  world's  resources  on  a  per  capita  basis 
or  any  other  basis  the  way  we  do  in  the  United  States.  We  are  the 
only  superpower  left  in  the  world,  and  carry  with  that  real  respon- 
sibilities, aside  from  the  responsibilities  to  our  own  people. 

If  we  are  going  to  be  such  a  user  of  the  world's  resources,  we 
have  certain  responsibilities.  Some  would  even  argue  moral  respon- 
sibilities, to  say  nothing  about  a  social  and  political  responsibility 
to  help  in  other  parts  of  the  world.  And  there  are  areas  where  we 
can.  Disaster  relief  is  an  obvious  one.  We  have  the  ability  to  reach 
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out  almost  overnight  to  just  about  any  part  of  the  world.  We  can 
do  that  very,  very  well. 

On  the  other  hand,  we  also  have  the  question  of  what  happens 
again  in  countries  like  Somalia.  We  were  able  to  reach  out  with 
disaster  relief  after  the  fact,  but  very  little  was  done  before  the  fact 
to  keep  the  factions  from  warring  or  to  stem  the  starvation. 

Questions  could  be  raised  in  Sudan  and  elsewhere  in  the  same 
sense.  I  am  interested  in  those  preliminary  steps  that  have  to  be 
taken  to  avoid  the  disasters.  Using  Somalia  as  an  example,  pic- 
tures of  starving  children  are  shown  on  television  or  the  news- 
papers and  who  of  us  as  parents  or  as  human  beings  can  look  at 
that  and  not  be  moved. 

When  the  President  says,  here's  a  way  to  get  food  in  there,  stop 
the  killing,  stop  the  fighting,  we  have  to  support  it.  I  think  Presi- 
dent Bush  deserves  enormous  credit  for  moving  quickly  on  that.  I 
sat  in  some  of  those  meetings  with  him  when  he  was  deciding  and 
I  know  how  passionately  he  felt  about  it. 

The  American  people  also  strongly  supported  that.  The  question 
is  how  do  you  build  the  support  for  the  steps  that  should  be  taken 
years  before  to  insure  that  the  conditions  causing  famine  and  fight- 
ing and  everything  else  does  not  happen  later  on. 

If  you  feel  as  I  do,  that  we  have  a  responsibility  as  the  world's 
only  superpower  with  the  world's  largest  economy,  to  take  some  of 
those  steps  to  keep  these  things  from  happening  in  the  first  place. 
But  we  also  have  a  catch  22.  If  we  take  the  steps  to  keep  disasters 
from  happening,  it  is  hard  to  prove  to  somebody  that  you  were  suc- 
cessful because  you  see  it  did  not  happen  because  we  were  success- 
ful. 

How  do  you  build  support  in  a  nation  seeing  cuts  in  domestic 
programs,  taxes  raised?  How  do  you  say,  but,  we  have  got  to  spend 
money  for  foreign  aid? 

Mr.  Davies.  I  think  there  are  two  ways  in  which  that  can  take 
place.  Let  me  cite  one  example.  The  southern  African  drought 
which  was  on  the  front  page  of  the  New  York  Times  and  reported 
as  threatening  a  large  number  of  lives,  was  averted  because  there 
were  coping  mechanisms  in  the  communities  in  Africa  in  the  10 
countries,  and  because  the  U.S.  Government  and  others  came  im- 
mediately to  the  fore. 

It  seems  to  me  that  the  only  way  you  are  really  going  to  effec- 
tively get  that  across  to  the  American  people  is  by  having  the  de- 
velopment agencies  and  organizations  that  are  members  of  groups 
like  InterAction  working  with  the  media  to  talk  about  success  sto- 
ries in  the  way  which  Amatt  of  CBS  showed  the  health  programs 
that  were  being — the  preventive  health  programs  that  were  work- 
ing in  a  number  of  the  countries  in  Africa  and  then  also  showed 
Somalia. 

When  I  was  president  of  Meals  for  Millions  Freedom  From  Hun- 
ger Foundation,  I  went  around  the  country  and  I  sat  down  with  in- 
dividual, potential  donors  and  talked  about  getting  at  the  root 
causes  in  order  to  prevent  the  type  of  civil  unrest  and  problems 
that  we  are  now  having. 

It  seems  to  me,  Senator  Leahy,  that  we  as  voluntary  organiza- 
tions, have  a  responsibility  to  do  much  more  in  articulating  the 
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long-term  consequences  if  we  do  not  deal  with  the  grassroots  issues 
and  the  root  causes. 

And  I  think  that  can  be  done.  And  I  think  that  working  with  the 
Congress,  working  with  the  new  administration  and  the  President 
and  Vice  President  articulating  these  points,  that  the  public  will 
rally  around  as  it  did  at  the  time  of  the  Marshall  plan  and  as  it 
has  done  in  the  past. 

I  do  not  think  you  have  to  wait  until  you  have  the  types  of  catas- 
trophes that  we  see  on  television  in  order  to  mobilize  the  American 
people.  But  I  do  not  think  we  have  done  a  very  good  job  of  articu- 
lating it  to  the  American  public. 

Senator  Leahy.  Mr.  Binding? 

Mr.  Binding.  Thank  you,  Mr.  Chairman.  I  would  add  only  to 
what  Mr.  Davies  has  said,  that  surveys  that  have  been  conducted 
on  this  question  over  and  over  again  show  that  the  American  peo- 
ple are  prepared  to  support  foreign  aid  if  it  is  directed  to  humani- 
tarian purposes,  including  long-term  development  purposes,  not 
just  disaster  relief. 

Even  in  the  situation  in  which  we  find  ourselves  today,  in  which 
it  is  widely  felt  that  support  for  foreign  aid  is  at  an  all-time  low, 
where  there  is  a  preoccupation  with  domestic  economic  problems 
and  so  on,  we  recently  supported  a  survey,  conducted  by  Belton 
and  Russonilo,  which  shows  overwhelming  support  for  those  devel- 
opment assistance  activities  that  many  of  us  believe  are  most  close- 
ly associated  with  these  long-term  issues  that  you  refer  to;  agricul- 
tural programs,  health  programs,  population  programs,  poverty  al- 
leviation efforts. 

Sixty-eight  percent  of  the  respondents  on  this  survey  are  pre- 
pared to  see  the  United  States  continue  to  support  those  kinds  of 
programs.  According  to  these  surveys  what  the  American  people 
will  not  support  is  programs  which  are  short-term  and  political  in 
nature,  which  prop  up  dictatorships,  which  they  see  as  pouring 
good  money  after  bad  or  where  it  is  not  clear  that  any  long-term 
development  is  occurring  as  a  consequence  of  the  investment. 

I  believe,  as  Mr.  Davies  does,  that  there  is  still  a  very  strong  de- 
gree of  underlying  support  for  foreign  aid  if  the  American  people 
felt  that  we  were  pursuing  genuine  development  objections. 

Mr.  Davies.  John  Sewell  and  I  collaborated  on  a  study  that  ODC 
and  InterAction  did  some  years  ago  on  what  Americans  think.  And 
it  confirms  the  very  point  that  Mr.  Sinding  is  making. 

Senator  Leahy.  Mr.  Sewell,  did  you  want  to  add  to  that? 

Mr.  Sewell.  Senator,  let  me  just  add  two  brief  points.  I  think 
that  it  will  be  very  hard  to  persuade  Americans  to  support  foreign 
aid  programs  as  long  as  they  do  not  feel  our  domestic  needs  are 
being  addressed.  Not  solved,  addressed. 

And  one  would  hope  that  the  President's  economic  message  and 
program  will  at  least  give  rise  to  the  feeling  in  the  United  States 
that  these  problems  are  being  addressed.  Therefore,  it  is  a  clear 
field. 

Second,  as  my  colleague  said,  you  need  a  clear  program.  Ameri- 
cans are  not  dumb.  They  may  not  know  the  data,  but  they  under- 
stand that  a  decade  of  aid  to  Africa  that  focused  on  Somalia  and 
Sudan,  Zaire  and  Liberia  has  not  given  very  good  returns,  either 
in  political  interests  or  particularly  in  development  performance. 
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And  you  need  a  clear  focus  for  the  program  that  says  what  it  is 
about  and  sets  out  some  measures  about  how  to  acnieve  that.  I 
mean,  we  are  after  all,  now,  the  reverse  recipients  of  our  foreign 
aid.  The  President's  proposal  for  universal  child  immunization 
originated  in  Bangladesh.  And  more  kids  are  immunized  around 
the  world  than  are  in  the  inner  cities  of  the  United  States. 

So  Americans  understand  these  things.  But  we  have  got  to  focus 
on  our  domestic  problems  at  the  same  time. 

Senator  Leahy.  That  is  a  very  good  point.  Senator  Feinstein? 

VOLUNTARY  ORGANIZATIONS 

Senator  FEINSTEIN.  Mr.  Chairman,  it  seems  to  me,  if  what  I 
heard  these  three  witnesses  saying — and  I  hope  they  will  correct 
me  if  I  am  wrong — those  things  which  strengthen  democracy,  re- 
duce starvation,  increase  stability  and  sustain  economic  develop- 
ment are  good  goals. 

And  if  I  understood  Mr.  Davies — ^to  be  able  to  do  this  more 
through  voluntary  organizations  is  even  more  desirable.  I  really 
agree  with  what  is  being  said. 

The  question  I  v/ould  have  is,  I  suppose,  because  I  know  someone 
in  the  Somalian  situation  who  had  access  to  planes  and  food  and 
as  a  volunteer,  there  was  no  way,  shape  or  form  you  could  get  it 
there  and  then  what  you  could  get  there  was  not  acceptable. 

And  I  am  just  curious  as  to  now — if  you  might  elucidate  a  little 
bit  more  on  how  you  see  this  voluntary  network  developing. 

Mr.  Davies.  It  would  benefit  not  only  Somalia.  But  having  been 
in  Somalia  now  twice  and  seen  the  relief  work  of  the  voluntary 
agencies  that  are  now  moving  from  relief  to  rehabilitation  and 
long-term  development,  and  how  you  restart  a  civil  society.  It  is  the 
voluntary  agencies,  not  only  U.S.  voluntary  agencies,  but  also  non- 
governmental organizations  that  have  been  developing  rapidly  in 
African  and  Asia  and  Latin  America — India  has  more  nongovern- 
mental organizations  that  anjrwhere  else  in  the  world — it  is  those 
organizations  that  are  working  at  the  proverbial  grass  roots,  at  the 
community  level,  that  work  with  people  to  motivate  them  to  take 
hold  of  their  own  problems  through  self-help,  a  self-help  philoso- 
phy. 

You  are  not  going  to  build  a  strong  society,  in  our  view,  unless 
you  can  motivate,  catalyze  people  at  the  grassroots  level  to  take  ac- 
tion to  change  the  situation  that  they  are  in.  And  it  does  not  take 
a  lot  of  resources.  There  are  usually  local  resources  available  in  the 
communities  as  well  as  the  limited  amount  of  resources  that  come 
from  outside. 

I  am  not  suggesting  for  a  moment  that  you  can  just  do  away  with 
foreign  aid.  But  I  believe  that  if  foreign  aid  is  more  focused  on 
reaching  people,  a  trickle  up,  if  you  like,  rather  than  a  trickle  down 
approach,  that  you  are  going  to  get  much  more  effective  programs 
and  as  Senator  Leahy  has  pointed  out,  and  John  Sewell,  a  few  mo- 
ments ago,  you  have  had  where  it  has  been  a  trickle  down  ap- 
proach, shoring  up  political  dictators. 

Senator  Feinstein.  You  are  saying  not  government 

Mr.  Davies.  I  am  for  fundamental  change  at  the  grassroots  level. 

Senator  Feinstein.  But  you  are  saying  then,  government  to  peo- 
ple rather  than  government  to  government?  Thank  you  very  much. 
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Senator  Leahy.  Thank  you  very  much.  Senator  McConnell? 
And  also,  as  I  mentioned  earlier,  Senator  Mack  is  also  a  new 
member  of  this  subcommittee.  I  am  glad  to  have  both  of  you  here. 
I  yield  to  Senator  McConnell. 

CURRENT  VERSUS  RECOMMENDED  PRIORITIES 

Senator  McConnell.  Thank  you,  Mr.  Chairman.  I  am  pleased  to 
join  not  only  the  appropriations  committee,  but  this  subcommittee 
and  continue  the  effort  that  a  number  of  us  have  been  involved  in 
when  I  was  in  the  Foreign  Relations  Committee. 

I  missed  your  testimony,  but  I  have  an  idea  of  what  you  said, 
based  upon  previous  experience  with  you  and  also  being  told  by 
staff  what  happened  before  I  got  here. 

I  gather  there  is  a  general  consensus  among  you  that  AID  should 
focus  on  several  goals  which  could  be  roughly  summarized  as  help- 
ing people  help  themselves  in  meeting  basic  human  needs,  expand- 
ing earning  capacity  through  education  and  a  variety  of  other  cred- 
it programs,  protecting  the  environment,  stabilizing  the  world  pop- 
ulation and  increasing  participation  in  the  political  process. 

Just  so  you  know,  I  nave  consolidated  these  goals  from  informa- 
tion provided  by  InterAction,  ODC  and  the  White  Paper  called, 
Reinventing  Foreign  Aid,  which  I  gather  all  of  you  support. 

I  assume  that  is  a  fair  summary  of  your  goals  and  you  all  agree 
to  those.  Now,  to  fulfill  these  goals,  you  have  urged  incorporating 
new  priorities,  creating  a  new  agenda  which  should  emphasize  edu- 
cation, health  and  child  survival,  and  population  among  other  pro- 
grams. 

My  question  is,  can  anyone  tell  me  how  much  we  have  spent  on 
child  survival  activities  just  in  the  last  10  years  or,  for  example, 
on  population? 

Mr.  SiNDlNG.  I  do  not  have  the  numbers. 

Mr.  Davies.  We  can  certainly  get  that  for  you.  Senator. 

Senator  McConnell.  Well,  we  have  made  some  effort  to  add  that 
up.  Just  for  the  record,  let  me  indicate  that  we  have  spent  about 
$3  billion  on  population  programs,  about  $2  billion  on  health,  more 
than  one-half  billion  dollars  on  child  survival,  nearly  $2  billion  on 
education.  And  these  numbers  do  not  include  expenditures  from 
the  development  fund  for  Africa.  They  are  just  development  assist- 
ance. 

So  I  guess  my  question  is,  how  are  the  recommendations  you 
seem  to  agree  on  different  from  the  mandated  priority  functions  in 
the  Foreign  Assistance  Act  and  the  programs  that  are  in  fact  being 
carried  out  by  AID? 

Mr.  Sewell.  Let  me  just  take  a  stab  at  that.  Senator.  Clearly, 
I  do  not  have  those  figures  that  you  use  at  my  finger  tips,  but  they 
are  obviously  the  money  allocated  by  AID  for  those  particular  func- 
tions. 

As  you  well  know,  the  money  appropriated  for  development  as- 
sistance, on  one  hand,  and  for  foreign  assistance  in  general,  count- 
ing military  and  security  assistance,  is  much  greater. 

And  I  think  the  strong  belief  among  a  large  number  of  people, 
many  of  whom  have  endorsed  this  white  paper  is  that,  above  all, 
now  is  the  time  that  you,  in  effect,  zero  base  budget  what  you  are 
doing.  During  this  time  of  budgetary  stringency,  it  is  obvious,  and 
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the  fact  that  the  world  has  changed  dramatically,  makes  it  equally 
obvious. 

We  had  better  go  back  and  look  at  how  we  are  applying  our  re- 
sources against  our  interest  and  decide  what  are  our  interests  in 
the  world.  Now,  what  you  have  laid  out  in  terms  of  U.S.  expendi- 
tures compared  to  the  entire  150  account  for  the  10  years  are  rel- 
atively small  amounts  of  money. 

I  could  not  give  you  the  total  150  account  for  that  decade.  The 
gentleman  behind  you  probably  can.  But  after  all,  the  150  account 
jumped  from  $9  billion  in  fiscal  year  1980  to  $22  billion  in  fiscal 
year  1985  and  started  trailing  down.  Now  if  you  average  that  out, 
that  is  a  larger  amount  of  money.  And  the  accounts  you  cited  are 
very  small  amounts  of  money  relative  to  that  total. 

But  I  think  the  way  to  look  is  to  the  future.  If  the  budgetary  ex- 
ercise is  to  apply  scarce  resources  to  our  interests  overseas,  we 
ought  to  be  looking  at  what  our  interests  are  in  promoting  im- 
proved health,  in  protecting  the  environment  and  in  opening  up  so- 
cieties, both  in  terms  of  their  politics  and  their  market  forces;  and 
apply  whatever  resources  we  decided  we  can  afford  in  this  time  of 
budgetary  stringency  against  those  particular  priorities. 

Senator  McConnell.  So  you  are  not  arguing  that  we  have  not 
done  a  lot  of  this  in  the  past.  Your  ideas  are  not  new. 

Mr.  Sewell.  No;  as  I  said  a  few  minutes  ago,  we  are  reaping 
benefits  at  least  in  a  policy  sense  from  the  child  survival  revolu- 
tion, because  we  are  about  to  apply  it  to  immunization  in  our  own 
society  where  rates  of  kids'  immunizations  are  very  low. 

Yes;  the  United  States,  to  its  great  credit,  played  a  very  strong 
role  of  leadership  in  the  child  survival  revolution  and  in  the  popu- 
lation field  too. 

Senator  McCONNELL.  Mr.  Davies? 

Mr.  Davies.  May  I  respond  also?  Bread  for  the  World,  which  is 
a  member  of  InterAction  and  collaborated  with  us  on  the  drafting 
of  the  steps  to  revitalize  foreign  aid  paper  did  an  analysis  of  the 
last  years  of  the  Bush  administration's  foreign  aid  program.  And 
it  is  very  interesting,  because  I  think  it  answers  one  of  your  ques- 
tions. 

Last  year,  fiscal  year  1992,  the  amount  allocated  by  AID  for  busi- 
ness development  promotion  was  $481  million.  And  the  amount  for 
business  development  and  marketing  was  $166  million.  The 
amount  for  child  survival  was  only  $79  million.  For  nutrition,  $32 
million,  for  infectious  diseases,  health  programs,  preventive  health 
and  so  forth,  $214  million. 

And  I  would  posit  that  we  have  gotten  extremely  good  results 
and  AID,  in  fact,  should  be  relatively  commended,  particularly  for 
those  programs  of  child  survival,  which  are  very  often  carried  out 
by  the  private  voluntary  organizations. 

One  of  the  principles  of  these  types  of  programs,  however,  should 
be  that  they  should  be  empowering  people  and  working  on  getting 
those  programs  down  to  the  lowest  part  of  the  community,  rather 
than  simply  as  welfare  type  projects. 

But  the  child  survival  program,  in  particular,  has  been  one  that 
I  think  without  any  question  has  been  exceedingly  successful  and 
much  of  it  has  been  done  through  the  private  voluntary  organiza- 
tions. 
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And  these  programs  are  a  fraction  of  the  total  aid  program. 

TIED  AID 

Senator  McConnell.  Mr.  Davies,  since  you  were  comparing  the 
spending  for  child  survival  with  marketing  and  business  develop- 
ment, am  I  to  conclude  that  it  is  your  view  that  promoting  eco- 
nomic reform  is  not  a  desirable  goal  of  AID? 

Mr.  Davtes.  My  view  is  that  it  may  be  an  objective,  but  that  it 
is  less  desirable  as  a  key  objective  of  the  program  than  those  pro- 
grams that  really  reach  people  and  deal  with  the  poverty  issues 
that  afflict  these  countries. 

That  is  why,  in  my  testimony,  I  emphasized  development  pro- 
grams. 

Senator  McConnell.  I  just  want  to  probe  that  a  little  further. 
It  is  your  view,  then,  that  economic  reform  and  presumably  the  de- 
velopment of  a  free  enterprise  system  is  unrelated  to  lifting  people 
out  of  poverty? 

Mr.  DA\^ES.  It  is  unrelated  in  the  sense  that  so  many  of  those 
programs  tend  to  reach  the  elites  in  these  countries.  If  you  are 
talking  about  microenterprise  programs  patterned,  for  example,  on 
the  Pakistan  program  that  are  relatively  small  loans  that  are  get- 
ting people  in  communities  to  come  together  and  start  projects  that 
will  earn  them  a  livelihood,  fine. 

But  when  it  goes  to  export  promotion  programs  that  do  not  get 
to  alleviating  poverty,  I  am  not  at  all  sanguine  about  those  types 
of  programs. 

Senator  McConnell.  Let  me  ask  you,  because  I  am  not  in  any 
way  an  expert  but  I  am  told  that  a  good  deal  of  what  the  Japanese 
do  in  terms  of  foreign  assistance  is  directly  related  to  exports  and 
business  development,  market  opening  and  that  sort  of  thing.  So  I 
gather  you  think  that  is  completely  wrong. 

Mr.  Davies.  I  was  in  Japan  a  couple  of  years  ago  and  they  were 
looking  at  our  foreign  aid  program.  And  the  one  issue  that  arose 
is  whether  the  foreign  aid  program  of  Japan,  which  was  heavily 
oriented  toward  tied  purchases,  was  the  right  direction  to  go.  And 
I  am  pleased  to  say  that  the  view  of  those  that  I  was  working  with 
in  Japan  and  the  Japanese  themselves  have  been  to  untie  their  as- 
sistance to  a  much  greater  extent. 

Senator  McConnell.  I  do  not  have  to  tell  you,  there  is  a  lot  of 
interest  in  the  Senate  to  tying  our  aid  to  economic  purchases  back 
in  this  country  and  concentrating  on  trade  opportunities,  trade  in 
general.  As  a  matter  of  fact,  there  was  a  good  deal  of  legislative 
momentum  in  that  direction — that  is,  to  the  U.S.  AID — which  I 
personally  have  opposed  in  the  past.  But  at  least  I  am  open  to 
thinking  about  it  and  thus  my  question  of  you. 

So  it  is  your  view  that  it  is  not  possible  in  a  lot  of  these  countries 
to  structure  any  kind  of  tied  aid  program  that  does  not  inevitably 
benefit  people  who  are  already  reasonably  affluent? 

Mr.  Davies.  I  think  the  problem  is  that  you  are  talking  about  dif- 
ferent levels  of  persons  in  these  countries.  And  as  I  said,  very  often 
one  of  the  faults  of  the  aid  program  is  that  rather  than  reaching 
people  and  improving  their  level  of  living  and  alleviating  poverty, 
the  programs  have  tended  to  focus,  to  a  much  greater  extent,  on 
the  elites. 
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Senator  McConnell.  And  therefore,  it  is  your  view  that  our  aid 
program  should  not  serve  as  a  business  tool  but  rather  to  alleviate 
poverty? 

Mr.  Davies.  That  is  correct.  That  is  why,  in  my  testimony  and 
in  the  work  that  our  committee  on  foreign  aid  reorganization  has 
done,  it  focuses  very  heavily  on  emphasizing  sustainable  develop- 
ment. Because  there  was  little  time  to  get  deeply  into  my  prepared 
testimony,  let  me  just  articulate  very  quickly  what  we  mean  by 
sustainable  development. 

One,  helping  people  attain  self-reliance  as  they  satisfy  their  basic 
human  needs  for  food,  clothing,  shelter,  clean  water,  literacy,  and 
health  care. 

Two,  increasing  poor  people's  earning  capacity  through  programs 
such  as  microenterprise,  which  I  just  mentioned,  credit  promotion 
and  other  activities  which  empower  the  poor. 

Three,  protecting  the  environment  for  future  generations. 

Four,  stabilizing  world  population  through  family  planning  pro- 
grams. 

Five,  promoting  democratic  participation,  strengthening  civil  so- 
ciety, so  that  people  in  developing  countries  are  involved  in  deci- 
sionmaking at  Doth  local  and  national  levels,  and 

Six,  fostering  respect  for  human  rights. 

It  seems  to  me  that  programs  that  focus  on  those  goals  are  going 
to  do  more  to  raise  the  economic  level  of  the  vast  majority  of  people 
than  many  of  the  programs  that  we  have  seen  creep  into  the  for- 
eign aid  programs  since  the  days  of  David  Bell. 

Senator  McConnell.  If  it  were  possible  to  construct  an  approach 
in  which  job  creation  was  the  result,  would  you  be  open  to  that  be- 
yond just  the  microenterprise  level? 

Mr.  Davies.  Certainlv.  Yes;  I  would  be  open  to  that,  if  it  could 
be  demonstrated  that  the  programs  were  really  focused  on  improv- 
ing the  level  of  living  of  a  large  number  of  people  in  those  coun- 
tries. 

Senator  McConnell.  Well,  you  would  have  to  try  it  before  you 
could  demonstrate  it,  I  guess. 

ROLE  OF  SECURITY  ASSISTANCE 

One  final  question  on  this  round.  What  role,  if  any,  do  you  see 
for  security  assistance  in  the  future  of  foreign  aid? 

Mr.  Davies.  As  my  testimony  suggests  at  the  outset — although 
I  did  not  read  it — ^we  believe  that  tnere  are  other  agencies  that 
should  handle  any  security  assistance  outside  of  AID  and  out  of  the 
AID  program.  That  there  should  be  less  of  the  aid  program  focused 
on  arm  sales,  on  security  assistance,  on  economic  support  funds 
and  that  more  of  the  focus  should,  as  I  read  at  the  outset,  be  sus- 
tainable development. 

And  I  certainly  would  hope  that  a  restructured  program  respond- 
ing to  a  new  world  where  we  do  not  have  the  cold  war  requiring 
cuts  in  foreign  aid,  they  will  come  out  of  the  military  component 
or  the  security  component,  the  economic  support  component — and 
John  Sewell  is  certainly  a  much  more  articulate  expert  on  this  than 
I  am,  on  the  balance  within  the  foreign  aid  program. 

Senator  McConnell.  Thank  you,  Mr.  Davies.  Thank  you,  Mr. 
Chairman. 
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Senator  Leahy.  Thank  you.  Prior  to  my  next  round,  Senator 
Feinstein,  did  you  have  another  question  or  comment? 

PUBLIC  PERCEPTION  OF  FOPIEIGN  AID 

Senator  Feinstein.  I  just  wanted  to  ask  Mr.  Sin  ding,  I  wanted 
to  ask  you,  on  the  polls  that  you  have  seen  with  respect  to  foreign 
aid,  is  there  any  data  that  shows  that  the  American  people  do  not 
believe  that  foreign  aid  really  gets  to  the  people  that  need  it  the 
most? 

Mr.  SiNDlNG.  There  is  a  lot  of  data  that  suggests  that  is  exactly 
what  the  American  people  believe. 

Senator  Feinstein.  Because  I  think  that  is  a  big  problem  out 
there. 

Mr.  SiNDlNG.  I  think  that  the  lack  of  clarity  in  what  the  foreign 
assistance  program  is  for  has  led  to  real  confusion  on  the  part  of 
the  American  people  as  to  what  the  money  is  actually  being  used 
for  and  to  whom  it  is  going. 

And  I  think  if  there  were  greater  clarity  in  the  legislation,  if  in- 
stead of  32  purposes,  we  had  five  or  six  purposes  or  maybe  two  or 
three  purposes  for  our  foreign  assistance  effort,  the  American  peo- 
ple would  have  an  easier  time  understanding  why  we  are  sending 
this  money  overseas  and  what  it  is  being  used  for. 

And  as  I  said  earlier,  I  suspect  that  if  they  understood  what  it 
was  being  used  for  and  if  it  were  being  used  for  long-term  sustain- 
able development,  there  would  be  a  great  deal  more  popular  sup- 
port for  the  program  than  there  currently  is. 

Senator  Feinstein.  I  think  also  there  is  a  feeling — now  I  am 
talking  about  California  with  which  I  do  have  some  familiaritv — 
that  people  believe  that  this  aid  is  ripped  off  9  out  of  10  times,  that 
it  never  gets  to  the  people  that  need  it,  that  it  is  a  waste,  that 
things  are  going  wrong  here  at  home,  that  we  need  to  address  our- 
selves to  those  things  first. 

But  in  California  I  deeply  feel  that  people  feel  America's  role  is 
to  respond  to  human  poverty  and  real  deprivation  and  to  give  peo- 
ple a  positive  leg  up,  so  to  speak.  That,  maybe,  Mr.  Chairman,  one 
of  the  problems  is  that  the  foreign  aid  program  has  become  so  bu- 
reaucratic and  so  very  complicated  ana  so  politically  related  that 
it  has  lost  all  of  the  purity  and  wisdom  of  its  initial  start. 

Senator  Leahy.  I  would  like  to  hear  a  response,  Mr.  Sinding, 
please. 

Mr.  Sinding.  It  really  gets  back  to  the  earlier  question  a  little 
bit.  The  distinction  between  development  assistance  and  security  or 
economic  support  funds,  and  who  ought  to  be  in  charge  of  them  and 
what  they  are  for. 

I  think  that  where  much  of  the  confusion  has  come  in  over  the 
vears  has  been  where  the  American  people  think  that  the  funds  are 
being  made  available  to  alleviate  poverty,  to  reduce  population 
growth  rates,  to  increase  food  production,  and  farmers'  incomes,  to 
increase  the  participation  of  women  in  development,  and  then  they 
see  that  a  very  large  proportion  of  the  money  is  in  fact  going  to  a 
very  small  number  of  countries. 

Aiid  they  read  in  the  press  that  those  countries  are  not  even  nec- 
essarily using  much  of  that  money  for  the  purposes  for  which  they 
thought  the  money  was  being  provided.  And  this  confusion  between 
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the  short-term,  immediate  foreign  policy  perspective  and  the 
longer-term  foreign  policy  perspective  that  development  is  about 
has,  I  think,  made  it  much  more  difficult  for  the  American  people 
to  understand  the  aid  program  and,  indeed,  for  those  who  admin- 
ister, to  understand  the  foreign  aid  program. 

I  think  if  there  were  a  much  clearer  distinction  between  walking 
around  money  for  the  Secretary  of  State  that  secures  political  rela- 
tionships on  the  one  hand,  and  long-term  development  assistance, 
which  is  not  related  to  short-term  political  objectives  and  vicissi- 
tudes of  our  bilateral  relations,  but,  rather,  to  the  problems  of  pov- 
erty, of  rapid  population  growth,  of  poor  health,  of  low  levels  of  food 
production,  there  would  be  a  much  easier  time  in  administering 
these  funds,  and  a  much  easier  time  in  explaining  to  the  American 
people  what  this  is  all  about. 

Mr.  Sewell.  Senator,  if  I  could  respond  briefly. 

PURPOSES  OF  FOREIGN  AID 

Senator  McConnell.  May  I  just  interject  on  that  point  for  a  sec- 
ond, before  we  go  on. 

In  terms  of  selling  foreign  aid  to  the  American  people,  could  it 
not  be  persuasively  argued  that  the  further  you  move  away  from 
advocating  that  there  is  some  kind  of  economic  advantage  to  the 
United  States  that  may  ultimately  emerge  out  of  the  relationship, 
the  tougher  it  is  to  sell? 

Mr.  SiNDlNG.  May  I  respond  to  that,  because  I  do  not  completely 
agree  with  what  Mr.  Davies  had  to  say  on  that  point.  I  think  that 
economic  reform  and  economic  policy  in  the  developing  countries  is 
in  fact  very  important  to  their  long-term  economic  growth.  And, 
therefore,  to  the  extent  to  which  we  can  engage  in  mutually  pro- 
ductive economic  relationships  with  them  outside  of  the  aid  rela- 
tionship, I  think  it  is  far  more  important  that  we  work  with  devel- 
oping countries  to  produce  an  enabling  environment  for  economic 
growth,  with  equity,  with  attention  to  the  problems  at  the  grass- 
roots, but,  growth,  nonetheless  than  it  is  to  use  the  foreign  pro- 
gram to  flog  American  products  in  those  countries.  Which  is  a  very 
short-term  and,  in  terms  of  our  own  self-interest,  I  think,  not  ter- 
ribly enlightened  approach. 

I  think  it  is  much  more  important  that  we  work  on  building  pros- 
perity in  developing  countries  than  it  is  that  we  compete  with  the 
Japanese  on  exports. 

Senator  McCONNELL.  But,  my  point  is,  and  you  are  closer  to  it, 
I  think,  than  Mr.  Davies,  unless  there  is  a  domestic  constituency 
for  foreign  aid,  there  will  be  no  American  domestic  constituency. 
And  it  seems  to  me,  if  we  are  talking  about  how  to  build  a  constitu- 
ency in  this  country  for  a  program  that,  by  its  title  at  least,  sounds 
offensive  to  most  taxpayers,  you've  got  a  better  chance  of  develop- 
ing a  constituency  here.  If  the  feeling  is  that  this  is  somehow  relat- 
ed to,  at  some  point  down  the  road,  developing  some  kind  of  com- 
mercial relationship  with  a  country  that  may  become  something 
less  than  a  basket  case  down  the  road. 

Thus,  I  wonder  if  it  is  good  politics,  and  I  also  am  interested  in 
the  things  that  you  would  like  to  do,  Mr.  Davies.  I  do  not  mean 
that  I  am  not  interested  in  vaccinating  children.  But,  in  terms  of 
the  politics  of  this,  is  it  not  smart  to  continue  to  keep  together  pro- 
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grams  that,  you  know,  may  develop  some  business  relationship,  as 
well  as  doing  good  deeds,  which  makes  us  feel  good  but  which  the 
typical  American,  maybe,  these  days  being  interested  in  jobs  and 
economic  opportunity  and  other  such  things,  may  conclude  does  not 
provide  any  additional  activity  in  the  global  economy  down  the 
road. 

I  mean,  I  do  not  know  whether  moving  away  from  an  economic — 
or  maybe  we  ought  to  move  even  further  in  the  direction  of  some 
kind  of  economic  emphasis,  rather  than  moving  away  from  it.  I  just 
throw  that  as  a  point  of  discussion,  further. 

Mr.  Davies.  I  would  suggest  that  as  Mr.  Sewell  suggested  ear- 
lier, that  perhaps  the  multilateral  agencies,  which  are  now  the 
major  players,  snould  be,  as  they  are,  focusing  on  the  more  macro- 
economic  adjustment  policies.  But  that,  if,  with  the  limited  re- 
sources we  have,  AID  focuses  on  sustainable  development,  rather 
than  trying  to  be  all  things  to  all  people,  that  we  will  be  in  a  better 
position. 

Senator  McConnell.  All  I  am  suggesting,  Mr.  Davies,  is,  to  the 
extent  that  AID  has  no  other  mission,  will  there  be  an  AID?  It 
seems  to  me  that  a  lot  of  Americans  would  be  more  drawn  politi- 
cally to  an  activity  that  married  up  some  kind  of  commercial  re- 
ward for  this  country  some  place  down  the  road  to  good  deeds, 
rather  than  sort  of  separating  that  out  and  leaving  AID  only  with, 
arguably,  some  kind  of  charitable  mission,  which  most  Americans 
might  argue  would  rather  be  carried  out  here. 

Mr.  Davies.  In  the  long  run,  you  are  going  to  have  more  Soma- 
lias,  more  Sudans,  more  Mozambiques,  if  you  do  not  get  at  the  root 
causes  of  environment  and  population  problems. 

FOREIGN  AID  PRIORITIES 

Senator  Leahy.  But  is  it  not  also  a  case,  as  the  testimony  said 
earlier,  that  even  today  our  only  area  of  increase  in  exports  are  not 
into  the  developed  world  but  are  into  those  parts  of  the  developing 
world  where  we  have  been  helpful.  I  mean,  the  fact  is  we  can  have 
exports  as  our  goal,  but  it  does  not  have  to  be  all  tied  aid.  I  happen 
to  believe  in  some  aspects  of  tied  aid,  but  our  whole  foreign  aid  pro- 
gram does  not  have  to  be  that  way. 

As  we  build  up  the  middle  class  in  a  developing  country  and  im- 
proved their  economies  and  did  the  programs  to  help  the  poor,  we 
also  built  up  a  potential  for  an  export  market,  which  we  usually 
stepped  in  and  filled.  Is  that  not  a  fact? 

Mr.  Davies.  That  is  certainly  correct.  Look  at  Korea.  Look  at 
Taiwan.  Look  at  many  of  the  countries  which  have  graduated  from 
the  aid  program. 

Senator  Leahy.  What  I  am  saying  is  development  and  economic 
interests  are  not  necessarily  inconsistent  goals. 

Mr.  Sewell. 

Mr.  Sewell.  If  I  might  respond  for  a  second.  Senator  McConnell 
raises  very  interesting  questions.  I  believe  it  is  very  important  to 
clarify  what  we  are  talking  about.  If  you  are  talking  about  how  we 
use  the  resources  in  the  150  account,  whatever  we  determine  the 
level  has  to  be  in  this  era  of  budgetary  stringency,  programs  to  en- 
hance U.S.  competitiveness,  it  seems  to  me,  have  a  big  claim  on 
part  of  those  resources.  The  real  question  is  how  you  do  it,  in  terms 
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of  policy  and  organization.  And  I  think  AID  or  its  successor  is  a 
very  weak  reed. 

If  you  really  had  an  export  promotion  policy,  you  should  link  to- 
gether Commerce,  USTR,  OPIC,  Exim,  the  Trade  and  Development 
Agency. 

Senator  Leahy.  The  Department  of  Agriculture? 

Mr.  Sewell.  And  the  Department  of  Agriculture,  and  push  like 
hell  on  U.S.  exports  in  the  fast-growing  markets  in  the  Third 
World.  How  much  money  you  need  for  it  is  open  to  question.  And 
if  you  want  to  run  a  capital  projects  effort,  which  has  a  great  deal 
of  merit  to  it,  Exim  may  be  the  way  to  finance  it  and  look  at  that 
issue. 

FOREIGN  AID  CUTS 

Senator  Leahy.  Let  us  be  somewhat  specific  on  this.  We  know 
there  is  going  to  have  to  be  foreign  aid  reform.  I  am  not  about  to 
go  and  try  to  carry  to  the  floor  of  the  Senate  a  business  as  usual 
foreign  aid  appropriations  bill.  The  last  two  that  I  have  carried 
there  we  have  been  able  to  cut  hundreds  of  millions,  billions  of  dol- 
lars, by  changing  priorities. 

But  if  you  are  going  to  change  funding  priorities  of  our  current 
foreign  aid  program,  what  are  you  going  to  cut  and  what  are  you 
going  to  increase?  As  my  friend  and  former  colleague  from  the 
House,  Leon  Panetta,  is  saying,  fine,  now  we  have  talked  about  the 
general  things,  let  us  be  specific.  Where  do  you  cut?  What  do  you 
spend? 

Mr.  Sinding,  how  about  you?  Where  would  you  cut?  Where  would 
you  spend?  You  may  not  get  a  chance  like  this  again,  so  be  careful. 
[Laughter.] 

Mr.  Sinding.  Am  I  dealing  just  with  development  assistance  or 
am  I  dealing  with  DA  and  ESF? 

Senator  Leahy.  You  can  have  the  whole  bilateral  program. 

Mr.  Davies.  All  $14  billion,  including  the  military. 

Senator  Leahy.  Yes. 

Mr.  Sinding.  I  think  the  things  that  we  have  been  best  at  his- 
torically are  the  things  that  we  ought  to  focus  on  first.  We  have 
been  historically  best  at  transferring  technologies  which,  in  the  bi- 
lateral program,  we  have  become  familiar  with  and  effective  in  ad- 
ministering overseas. 

I  would  certainly  return  much  of  the  emphasis  in  our  programs 
to  the  things  that  I  also  think  the  American  people  most  strongly 
support.  I  have  mentioned  them  several  times.  I  think  programs  of 
agricultural  development,  programs  to  improve  health,  including 
child  survival — and  the  child  survival  program  is  one  of  the  great 
successes  of  AID  over  the  last  decade — and  population,  which  I 
think  has  been  our  biggest  success  over  the  last  decade. 

POPULATION 

Senator  Leahy.  On  that,  I  want  to  go  back  to  Mr.  Sewell  and  Mr. 
Davies  on  the  broader  question — ^but  on  population  control,  assum- 
ing we  have  limited  resources,  do  we  go  into  a  very  small  country 
that  has  a  very  fast  population  growth,  or  do  we  go  into  huge  coun- 
tries that  may  not  have  quite  as  fast  a  population  growth,  but  that 
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create  a  far  greater  impact  on  our  planet,  India,  countries  like  that, 
which,  assuming  it  has  to  be  an  either/or,  what  do  you  do? 

Mr.  Sending.  Do  I  have  to  accept  the  premise.  Senator?  Because 
I  do  not  think  it  has  to  be  an  either/or  situation. 

Senator  Leahy.  No;  but  I  am  thinking  of  countries  like  Burundi, 
a  tiny  African  country  with  a  growth  rate  which  is  spectacular,  but 
it  is  insignificant  on  a  global  scale.  Or  you  have  places  like  Nigeria, 
India,  Brazil.  These  might  not  have  as  fast  a  growth  rate,  but  a 
lot  more  impact.  And,  yes,  you  almost  have  to  make  the  choice,  be- 
cause we  are  going  to  have  to  make  these  choices.  It  is  not  going 
to  be  all  of  them. 

Mr.  Binding.  Is  a  birth  averted  in  India  more  valuable  than  a 
birth  averted  in  Burundi,  from  a  global  demographic  standpoint?  It 
seems  to  me  that 

Senator  Leahy.  Well,  what  is  the  answer? 

Mr.  SiNDlNG.  The  answer  is,  no.  I  mean,  Africa  is  growing  at  3 
percent  a  year.  It  is  the  most  rapidly  growing  continent.  It  is  an 
accident  of  history  and  colonial  history  that  it  happens  to  be  broken 
up  into  40-odd  countries.  And  India  is  one  vast  country.  But  the 
fact  that  India  is  growing  at  about  2  percent  and  Africa,  with  800 
million  people,  roughly  the  same  size  as  India,  is  growing  at  3  per- 
cent, suggests  to  me  that  we  need  to  be  concerned  with  Doth  sides 
of  the  equation.  How  you  administer  that  becomes  the  trick. 

One  of  the  geniuses  of  the  U.S.  population  program  is  that  we 
are  not  locked  into  strictly  bilateral  programs.  We  have  a  number 
of  instruments  through  which  we  can  provide  assistance  in  a  wide 
variety  of  settings.  Also,  what  one  spends  money  on  in  a  country 
that  is  in  the  early  phases  of  developing  a  population  program  is 
quite  different  from  what  one  spends  money  on  at  the  later  stages, 
and  it  does  not  cost  as  much. 

When  you  are  trying  to  get  policy  change  in  Burundi,  it  is  a  lot 
cheaper  than  when  you  are  trjdng  to  deliver  family  planning  serv- 
ices in  India.  I  think  that  some  portion  of  our  resources  certainly 
ought  to  be  going  into  creating  the  right  kind  of  policy  environment 
for  population  programs  in  many  of  the  African  countries  where 
family  planning  is  not  yet  established  as  an  important  priority. 

I  do  think  that  if  one  has  to  make  tough  choices  and,  assuming 
that  we  are  not  going  to  be  working  in  China  for  many  very  good 
reasons,  then  one  ought  to  be  putting  the  resources  in  the  largest 
and  the  demographically  most  significant  countries.  But  I  do  think, 
then,  from  a  cost-effectiveness  standpoint,  from  an  institutional — 
from  the  standpoint  of  institutional  expertise,  there  is  good  reason 
to  substantially  increase  the  amount  of  money  provided  to  AID  in 
this  sector,  because  it  is  a  sector  in  which  we  are  head  and  shoul- 
ders above  the  rest  of  the  development  community  in  carrying  out 
programs,  and  where  I  do  not  think,  as  a  practical  matter,  we  real- 
ly have  to  make  that  choice. 

If  you  are  talking  about  going  from  2  to  4  percent  of  the  total 
development  assistance  account,  or  something  like  that,  in  the  pop- 
ulation program,  you  are  not  talking  about  moving  a  lot  of  money. 
And  that  is  a  priority  that  I  think  deserves  very  careful  consider- 
ation of  this  suDcommittee. 

Senator  Leahy.  When  I  became  chairman  of  this  subcommittee, 
we  were  spending  about  $192  million  in  population  control.  I  joined 
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with  others  to  push  it  up  to  $350  million.  We  actually  probably 
would  have  done  more  in  some  parts  had  we  had  more  support 
from  the  administration. 

I  find  it  difficult  when  somebody  advocates  giving  more  economic 
assistance  of  whatever  sort  to  a  country,  because  they  have  this 
huge,  growing  population,  but  at  the  same  time  we  cannot  really 
do  much  of  an)d;hing  because  we  are  going  to  get  into  political  or 
religious  or  whatever  objections  here  in  the  United  States  if  we  do 
something  about  population  control.  It  just  does  not  make  an  awful 
lot  of  sense  to  me.  Because  you  cannot  balance  it  otherwise. 

FOREIGN  AID  CUTS 

Mr.  Sewell,  what  about  you?  Where  would  you  cut?  Where  would 
you  add? 

Mr.  Sewell.  Well,  Senator,  I  am  fortunate  in  one  regard,  and 
that  is  that  we  are  on  record  on  this.  The  alternate  budget,  as  you 
may  know,  proposes  cuts  of  several  billion  dollars  a  year  coming 
out  of  security  assistance,  radio  broadcasting  and  a  range  of  other 
activities  and  reprograms,  and  comes  in  lower  than  the  administra- 
tion requested  for  fiscal  year  1993.  The  trouble  with  giving  you  ac- 
curate counts  now  is,  it  is  all  out  of  date. 

Senator  Leahy.  Well,  President  Clinton  has  talked  about  cutting 
security  assistance  by  about  $316  million. 

Mr.  Sewell.  He  has  a  taken  a  number  of  the  cuts  we  rec- 
ommended, which  I  would  like  to  tell  my  foundation  supporters. 

Senator  Leahy.  You  just  did.  You  just  did.  [Laughter.] 

Mr.  Sewell.  And  what  you  would  cut  now,  I  do  not  know,  be- 
cause I  do  not  know  what  the  fiscal  year  1994  budget  is  going  to 
look  like.  I  would  assume  there  are  still  cuts  in  security  assistance 
that  could  be  made.  If  the  administration  does  not  security  £iid  to 
the  NATO  base  rights  countries,  we  have  lost  a  massive  oppor- 
tunity for  savings.  And  there  are  probably  other  areas  where  it  can 
be  reprogrammed,  but  we  will  not  know  that  until  March. 

Senator  liEAHY.  Thank  you. 

Mr.  Davies. 

Mr.  Davies.  Well,  as  I  said  in  my  testimony,  I  would  certainly 
cut  security  assistance  to  the  maximum  and  the  economic  support 
fund,  and  focus  on,  as  Mr.  Sinding  says,  those  programs  which  AID 
can  do  best.  I  would  use  the  multilateral  organizations,  where 
there  is  an  opportunity  to  work  with  the  World  Bank  or  the  other 
multilateral  development  banks. 

But,  as  far  as  being  an  expert  on  the  specific  accounts,  I  leave 
that  to  ODC  and  John  Sewell. 

MULTILATERAL  ASSISTANCE  INSTITUTIONS 

Senator  Leahy.  Mr.  Davies,  you  have  talked  about  the 
multilaterals  a  lot.  We  have  had,  some  battles  royal,  on  everything 
from  bureaucracy  and  pay  to  indifference  to  the  global  environment 
and  population  growth  at  some  of  these  multilaterals.  I  agree  with 
you  that  in  many  areas  it  would  be  a  lot  better  if  we  could  use  the 
multilaterals,  simply  because  the  United  States  is  not  in  a  position 
to  go  it  alone.  And  you  know  the  enormous  leverage  and  power  we 
have  there,  and  also  the  fact  that  sometimes  you  can  at  least  get 
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some  sort  of  consistent  economic  reforms  from  country  to  country 
by  using  them. 

I  hope  that  all  the  other  countries  will  realize  that  we  are  in  a 
bind  in  using  the  multilaterals  because  of  the  reputation  they  have 
among  some  in  Congress.  I  mean,  some  of  the  things  that  they 
have  done  makes  me  want  to  tear  out  the  little  hair  I  have  got  left. 
And  you  know,  that  is  a  step  I  take  only  with  great  deliberation. 

I  think  when  the  leaders  of  the  Group  of  Seven  and  others  meet 
they  may  want  to  get  some  of  their  finance  ministers  in  a  back 
room  and  say,  look,  guys,  you  better  go  back  there  and  tell  people 
Congress  is  really  serious. 

It  is  the  worst  of  all  possible  worlds.  We  get  angry  at  them  be- 
cause they  do  not  reform,  and  we  pull  out.  So  we  lose  a  chance  to 
push  for  reforms  and  the  leverage  we  have.  And  other  countries  did 
not  lose,  and  we  end  up  paying  more.  And  it  is  just  a  vicious  circle. 

Mr.  Davies.  InterAction  has  been  a  member  of  the  nongovern- 
mental organization  World  Bank  Committee  for  5  years.  We  have 
entered  into  numerous  arguments  and  discussions  in  the  World 
Bank  with  the  External  Relations  Department  and  other  parts  of 
the  bank  in  attempting  to  influence  the  bank  on  such  issues  as  the 
impact  of  structural  adjustment  programs  on  the  poor. 

But,  as  Mr.  Sewell  said,  there  is  no  question  but  that  the  World 
Bank  is  the  major  player  as  are  the  other  development  banks.  So 
it  seems  to  me  that  the  problem,  in  response  to  your  question,  is 
for  the  United  States,  which  is  a  major  contributor  to  those  banks, 
to  the  World  Bank  particularly,  to  take  a  tougher  line  on  the  way 
in  which  the  World  Bank  functions. 

And  I  hope  that  we  will  see  some  of  that  leverage. 

Senator  Leahy.  Mr.  Sinding,  you  have  had  some  experience  with 
the  World  Bank.  Tell  me,  how  do  you  think  they  will  respond?  Is 
it  like  shovelling  smoke? 

Mr.  Sinding.  We  are  not  going  to  talk  about  population  at  the 
World  Bank,  right? 

Senator  LEAHY.  No. 

Mr.  Sinding.  I  think  that  the  World  Bank  is  very  good  as  a  bank 
and  I  do  not  think  it  is  very  good  as  a  development  agency.  I  think 
that  the  Bank  was  set  up  to  lend  money  for  bankable  projects, 
where  the  internal  rate  of  return  could  be  calculated,  and  where 
one  could  make  a  reasonable  assessment  at  the  time  the  project 
was  appraised  whether  or  not  the  country  was  going  to  be  able  to 
repay. 

And,  to  the  extent  that  the  World  Bank  has  done  that,  the  Bank 
has  been  a  highly  successful  institution,  and  has  contributed  im- 
portantly to  economic  growth  and  development  around  the  world. 
I  think  that  where  the  Bank  has  gotten  into  the  social  sectors, 
where  it  is  very  difficult  to  calculate  an  internal  rate  of  return  and 
has  gone  to  soft  lending,  which  is  sort  of  a  never-never  land  of  de- 
velopment assistance,  it  has  been  much  less  successful. 

And  I  think  there  are  a  couple  of  reasons  for  this.  One  is  that 
the  Bank  is  not  present  in  the  countries,  working  day  to  day  with 
people  implementing  those  programs.  And  if  you  are  trying  to  do 
it  from  Washington,  with  occasional  supervision  of  missions,  where 
you  are  working  in  such  complicated  and  difficult  areas  as  this,  it 
is  just  extremely  difficult. 
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So  I  think  the  bank  ought  to  seriously  be  urged  to  consider  doing 
this  differently  in  the  social  sectors  and  with  respect,  particularly 
to  IDA  funding. 

The  other  aspect  is  that  within  the  World  Bank's  reward  struc- 
ture, all  of  the  rewards  come  in  getting  a  project  approved  by  the 
board.  And  very  few  of  the  rewards  come  in  successful  implementa- 
tion. That  is  because,  as  a  bank,  once  a  project  has  been  appraised 
and  the  board  approves  it,  it  becomes  the  country's  responsibility 
to  implement  it.  For  bankable  projects,  that  is  fine.  But  when  you 
get  into  the  social  sectors,  it  becomes  much  more  difficult,  i^d, 
somehow,  the  reward  structure  within  the  Bank,  I  think,  ought  to 
be  changed  so  that  there  is  as  much  credit  associated  with  success- 
fully implementing  a  program,  working  with  the  country  to  see  it 
through  as  in  getting  it  approved  by  the  board. 

I  think  that  there  is  a  lot  that  can  be  done  in  sitting  down  with 
the  Bank  and  with  the  other  owners  of  the  Bank  to  talk  about 
ways  in  which  lending  in  the  social  sectors  or  assistance  to  coun- 
tries in  the  social  sectors  might  be  reformed  to  improve  the  Bank's 
performance.  Because  I  think,  on  the  whole,  it  has  a  lot  to  learn 
from  the  successful  experience  of  the  bilateral  program  in  that  re- 
gard. 

Senator  Leahy.  Mr.  Sinding,  you  know,  you  have  almost  given 
a  synopsis  of  what  could  be  a  whole  hearing,  and  probably  will  be, 
on  this  subject.  And  I  appreciate  that. 

I  appreciate  you,  Mr.  Sewell,  and  Mr.  Davies  being  here.  I  have 
hours  more  questions,  and  unfortunately  we  have  run  out  of  time, 
so  I  will  not  ask  them.  Could  I  suggest  this.  We  are  going  to  have 
a  series  of  these  hearings.  I  am  going  to  be  giving  more  speeches 
on  the  Senate  floor  to  outline  what  I  think  should  happen  with  the 
foreign  aid  program.  I  will  continue  to  cause  tremors  in  areas 
where  people  are  trying  to  read  exactly  what  I  mean  by  it. 

Would  you  do  me  a  favor?  As  you  see  some  of  these  articles  or 
hearings  or  reactions  to  them,  drop  me  a  note.  Tell  me  whether  you 
agree  or  disagree.  Make  it  as  short  or  as  long  as  you  want.  I  will 
make  you  this  offer  and  this  commitment.  I  will  read  what  you 
send.  I  really  will. 

And  I  do  not  mind — well,  I  mind,  of  course  I  mind.  I  do  not  reject 
when  somebody  sends  me  in  something  and  says,  they  totally  dis- 
agree with  me  on  a  subject.  So  do  not  hesitate  to  do  that.  I  do  not 
kill  the  messenger.  But,  please,  let  me  know.  Because  we  are  un- 
dertaking the  real  reappraisal. 

The  President  and  the  Secretary  of  State  have  assured  me  that 
they  want  to  do  this.  I  am  going  to  be  spending  a  lot  of  time  with 
both  of  them  this  spring  as  we  try  to  put  this  together,  and  with 
other  members  of  Congress,  both  parties,  both  Republicans  and 
Democrats,  because  there  are  a  lot  of  us  who  have  a  strong  interest 
in  this. 

Please  pass  on  whatever  you  want.  I  will  make  sure  it  gets 
heard. 

ADDITIONAL  COMMITTEE  QUESTIONS 

There  will  be  some  additional  questions  which  will  be  submitted 
for  your  response  in  the  record. 
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ADDITIONAL  COMMITTEE  QUESTIONS 

POVERTY  ALLEVIATION  VERSUS  ECONOMIC 
GROWTH 

Senator  Leahy:   One  of  the  debates  going  on  is  about  whether 
we  should  aim  our  foreign  aid  dollars  at  alleviating  the  worst 
aspects  of  poverty- -hunger,  disease,  homelessness,  ignorance- -or 
whether  we  should  concentrate  on  reforming  the  basic  economic 
structures  of  developing  countries  so  they  can  achieve  sustained 
growth. 

o  What  are  your  views  on  this  question?   Are  these  really 
opposing  concepts  of  foreign  aid,  or  are  they  two  sides  of 
the  same  coin? 

o  Can  we  afford  to  have  both  goals,  if  the  object  is  to  have 
a  significant  impact? 

Mr.  Sewell: 

Poverty  alleviation  and  economic  growth  are  especially  important  development  concepta. 
Growth  doea  not  automatically  result  in  poverty  alleviation.  It  is  quite  possible  that  economic 
growth  may  benefit  higher  income  groups  more  than  lower  income  groups,  and  growth  can 
actually  worsen  income  distribution,  especially  in  the  short  term.  Even  if  poverty  alleviation 
does  result  from  growth,  it  generally  takes  considerable  time  for  this  to  occur.  For  these 
reasons,  programs  designed  to  promote  economic  growth  alone  do  not  sufTiciently  address  the 
issue  of  development. 


While  structural  reforms  undoubtedly  are  necessary  for  long-term  growth,  it  is  necessary 
have  direct  programs  that  deal  with  the  worst  aspects  of  poverty. 


to 


Mr.    Sinding: 

Poverly  alleviation  versus  economic  growth  arc  not  opposing  concepts  of  foreign 
aid.    They  arc,  as  the  question  implies,  two  sides  of  the  same  coin.    Development  means 
both  grovrth  and  improvements  in  per  capita  wcllbcing.    Without  growth,  redistribution 
is  in  many  countries  meaningless.    There  is  simply  not  enough  wealth  to  raise  everyone 
to  an  acceptable  level  of  wcllbcing  no  matter  how  equitable  the  distribution  of  wealth 
might  be. 

I  think  the  World  Bank  and  other  multilateral  institutions  ought  to  play  the 
central  role  in  encouraging  countries  to  develop  appropriate  macro-economic  strategies. 
The  Bank  has  both  the  clout  and  the  expertise  to  work  effectively  with  developing 
countries  on    sound  economic  planning  and  policy  making.    The  United  States  can 
strongly  assist  such  efforts,  both  through  policy  dialogue  and  technical  assistance,  but  it 
cannot  substitute  for  the  role  played  by  the  MDBs.    The  US  foreign  aid  program's 
comparative  advantage  lies  in  focusing  at  the  sectoral  level  where  it  has  established 
expertise  and  experience.    The  sectors  in  which  A.I.D.  has  been  completely  strong  arc 
population,  health,  agriculture,  and  small  enterprise  development. 

The  US  can  play  an  important  role  in  encouraging  appropriate  macro  economic 
policies  through  the  overall  allocation  of  our  assistance.    By  encouraging  sensible 
economic  policies  through  increases  in  assistance  levels,  and  reducing  funds  in  countries 
which  do  not  pursue  sensible  and  effective  programs,  the  US  can  play  an  important 
complementary  role  to  the  MDI's  in  supporting  sustainable  development  and  economic 
growth  policies. 

MULTILATERAL  VERSUS  BILATERAL  AID 

Senator  Leahy:  In  past  years  the  bulk  of  our  aid  has  gone 
into  bilateral  programs,  and  only  a  comparatively  small  amount 
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has  been  channeled  through  international  organizations  like  the 
United  Nations  specialized  agencies  and  the  multilateral 
development  banks. 

o  Should  we  consider  changing  significantly  the  balance 
between  bilateral  and  multilateral  aid?   For  example,  should 
get  AID  out  of  programs  in  health,  education,  family 
planning,  microenterprise,  and  the  environment,  and  we  shift 
our  funds  in  those  areas  to  UNDP,  UNICEF,  UNEP,  the  MDBs  and 
other  international  organizations  doing  the  same  thing? 

o  What  are  the  arguments,  pro  and  con,  for  keeping  a  large 
bilateral  development  program  as  opposed  to  reducing  the  AID 
bureaucracy  and  concentrating  on  making  the  UN  agencies  and 
the  MDBS  effective,  efficient  instruments  of  development? 
What  unique  capabilities  or  qualities  do  our  bilateral 
programs  offer? 


Mr.  Sewell: 

Both  multilateral  and  bilateral  institutions  are  crucial  instruments  of  development  assistance, 
and  U.S.  development  strategy  must  utilize  both  based  on  what  each  can  do  best. 

The  multilateral  development  institutions,  which  are  able  to  leverage  substantial  resources, 
have  strengths  in  three  areas:  1)  support  for  macroeconomic  policy  reforms  that  underpin 
economic  grovrth  and  that  require  technical  policy  advice  and  large-scale  balance  of  payments 
funding;  2)  financial  leadership  and  coordination  in  complex  sectoral  programs  that  involve  a 
combination  of  policy  reform,  institutional  change,  and  financial  support;  and,  3)  large-scale 
investments  in  areas  such  as  telecommunications  and  transportation. 

Bilateral  programs  are  more  capable  than  the  multilateral  development  banks  at  engaging  in 
activities  that  involve  day-to-day  involvement  with  governments  or  nongovernmental 
organizations.  They  can  work  with  activities  that  are  smaller  in  scale,  which  involve  a 
multiplicity  of  actors  within  given  societies  and  provide  opportunities  for  experimentation  with 
new  approaches  and  methods.  The  bilateral  programs  are  also  better  at  providing  technical 
assistance  and  training.  Finally,  the  U.S.  has  country  and  regional  interests  that  can  not  be 
fully  addressed  by  the  multilateral  institutions. 

While  it  may  be  appropriate  to  increase  the  amount  of  funds  that  the  U.S.  contributes  to  the 
multilateral  institutions,  the  U.S.  has  an  important  role  to  play  in  programs  of  health, 
education,  family  planning,  and  the  environment  on  a  bilateral  basis.  Bilateral  programs  are 
very  effective  in  these  areas.  Of  course  there  is  a  strong  argument  to  be  made  for 
restructuring  AID,  not  in  order  to  transfer  the  funds  to  UN  agencies  or  MDBs  but  to  make 
U.S.  bilateral  development  programs  more  efficient  and  effective. 

AID  (or  some  successor  agency)  needs  to  be  streamlined  so  that  it  has  fewer  objectives. 
Detailed  suggestions  can  be  found  in  the  "AVhite  Paper  on  U.S.  Development  Cooperation  in 
a  New  Democratic  Era"  that  I  submitted  as  part  of  my  testimony.  Building  on  the  strength 
of  such  a  system,  bilateral  aid  could  focus  on  investing  in  human  capital,  protecting  the  earth, 
and  strengthening  democracy,  all  of  which  are  necessary  for  sustainable  development.  Bilateral 
programs  would  also  benefit  from  and  contribute  to  the  multilateral  institutions  programs  of 
policy  reform  and  promoting  economic  growth. 

Mr.    Sinding: 

Despite  the  weakening  thai  has  occurred  over  the  last  decade  as  a  consequence 
of  budgetary  cutbacks,  the  US  still  has  the  strongest  field-based  professional 
development  staff  of  all  donors.    The  World  Bank  has  stronger  analytical  skills,  but  Its 
staff  is  largely  based  in  Washington.    The  US  comparative  advantage  lies  in  the  strength 
of  its  field  staff  and  the  experience  that  that  staff  represents.    We  should  not  abandon 
the  bilateral  approach  until  and  unless  we  are  convinced  that  the  quality  of  programming 
that  is  presently  possible  through  the  bilateral  mechanism  can  be  at  least  equalled,  if  not 


78 


bettered,  by  multilateral  approaches.    The  situation  is  not  such  today  that  one  could 
responsibly  advocate  a  shift  from  bilateral  to  multilateral  assistance. 

However,  the  US  could  play  an  important  leadership  role  toward  increased 
cooperation  among  the  donor  countries  through  the  multilateral  institutions.    'Picrc  arc 
strong  arguments  for  doing  so.    First,  multilateral  programs  should  be  less  explicitly 
political  than  bilateral  programs.    Second,  reducing  the  number  of  donors  would  vastly 
simplify  the  lives  of  officials  in  developing  countries  who  arc  presently  caught  in  a 
crossfire  of  confiicting  advice  and  motivations  on  the  part  of  the  donors.    Dealing  with  a 
much  smaller  set  of  multilateral  institutions  would  be  an  improvement  in  such  countries 
as  Bangladesh,  Kenya,  Zimbabwe  and  Indonesia. 

I  personally  believe  the  US  would  perform  a  great  scr\ice  to  the  cause  of 
development  if  we  were  to  take  the  lead  in  proposing  to  the  other  donor  nalion";  a 
gradual  multilnlcralization  of  our  ailicctive  bilateral  grant  assistance.    We  should  do  this 
by  explaining  that  the  greatest  threat  to  the  development  prospects  of  the  third  world 
lies  in  the  use  of  development  resources  and  other  policies  directed  at  the  third  world  in 
pursuance  of  trade  competition  among  the  industrialized  countries:  trade  war  as  the 
succcs,sor  to  the  cold  war.    There  is  considerable  danger  that  aid  funds  could  turn  out  to 
be  nothing  more  than  an  arrow  in  the  trade  war  quiver,  as  they  were  an  arrow  in  the 
cold  war  quiver  in  the  recent  past.    To  avoid  this,  the  US  should  argue  for  the  gradual 
mullilatcralization  of  the  assistance  of  both  lite  European  donors  and  Japan. 

Mr.    Davies: 

I  strongly  bellleve  that  there  is  a  critical  role  to  be  played  by 
a  US  bilateral]  aid  program  in  promoting  suBtainable  development. 
This  includea  continued  AID  funding  for  progrejns  in  health, 
education,  fantlly  planning,  microenterprise,  and  the  environment. 
A  vibrant,  effective  OS  Government  bilateral  aid  program  can  lead 
other  donors — [including  multilateral  agencies  —  in  adopting  new 
and  better  apgroaches  to  doveloproent.   In  addition,  the 
performance  of  many  multilateral  agencies  has  been  uneven,  and, 
therefore,  it  *ould  be  too  risky  to  shift  all  U.S.  funding  for 
key  development  activities  to  multilateral  agencl«R. 

I  believe  that  the  second  question  poses  a  dangerous  dichotomy. 
It  is  not  whetier  we  should  cut  our  bilateral  program  and  support 
multilaterals  ar  focus  on  our  bilateral  program;  rather,  we  must 
maintain  a  bilateral  program  while  working  to  make  the  UN 


agencies  and  t 
development 


le  NDBs  more  effective  and  efficient  instr-umentB  of 
[n  doing  so,  we  should  reduce  the  AID  bureaucracy 


and  develop  ne*  mechanisms  to  permit  effective  aid  to  reach  poor 


people  to  help 


them  create  greater  opportunities  for  thomsGlvee, 


The  greatest  pjtential  strength  of  AID  is  in  the  pluralistic 


:he  American  people,  and  our  understanding  of  what 
IB  needed  to  promote  participatory  development.   Private 
voluntary  agencies  are  ready  to  support  a  restructured  AID  in 


creativity  of 
IB  needed  to 
voluntary  age 
this  work.     I 


US  AID  AS  A  REFORM  LEVERAGE 


Senator  Leahy:  There  has  been  much  debate  about  whether  AID 
should  try  to  leverage  economic  policy  reforms  by  conditioning 
our  development  aid,  or  whether  the  task  of  macroeconomic  policy 
reforin  should  be  left  to  the  International  Financial  Institutions 
such  as  the  World  Bank  and  the  IMF.   According  to  this  argument, 
AID  should  concentrate  strictly  on  promoting  "sustainable 
development,"  and  stay  out  of  macroeconomic  policy  issues. 

o  What  is  your  view  of  this  argument? 
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Mr.    Sewell: 

I  agree  with  the  general  statement  that  macroeconomic  policy  reform  should  be  left  to  the 
international  institutions  and  U.S.  bilateral  aid  programs  (AID  or  a  successor  agency)  should 
concentrate  on  promoting  sustainable  development.  For  reasons  mentioned  in  previous 
answers,  bilateral  programs  are  better  suited  to  focus  on  smaller-scale  projects  while  the 
multilateral  institutions,  because  of  their  ability  to  leverage,  are  more  capable  at  large-scale 
policy  reforms. 

This  statement,  however,  does  not  mean  that  U.S.  bilateral  assistance  programs  can  ignore  or 
not  contribute  to  the  process  of  policy  reform.  Poverty  alleviation  and  structural  reform  are 
both  necessary  for  successful  economic  development.  If  a  country  is  not  committed  to  policy 
reform,  bilateral  development  assistance  will  be  less  effective  and  in  the  long-run  may  not 
result  in  any  significant  changes.  For  this  reason,  a  country's  commitment  to  policy  reform 
should  at  least  be  a  consideration  in  the  decision  to  extend  bilateral  assistance. 

Mr.    Sinding: 

As  I  said  in  my  answer  to  the  previous  question.  1  think  that  AID  should  not 
impose  specific  macro  economic  condilionalitics,  in  general,  but  should  keep 
condilionalily  appropriate  to  the  level  of  its  assistance  which  I  think  should  he  generally 
speaking  in  the  area  of  sectoral  programs  and  projects.    However,  1  think  that  the  US 
should  make  it  clear  that  the  overall  level  of  assistance  is  directly  related  to  the  quality 
of  the  country's  policy  framework  and  its  capacity  to  effectively  implement  that  policy 
framework.    Where  we  do  provide  aid  and  to  the  extent  we  provide  aid,  it  should 
generally  be  associated  with  technical  assistance  and  more  positive  and  constructive 
orientations  than  those  implied  by  conditionalily  (i.e.,  the  implicit  threat  that  funds  will 
be  withheld  if  the  conditions  are  not  satisfied).    The  multilateral  organizations  are  better 
placed  both  by  virtue  of  their  more  apolitical  nature  and  their  competence  in  macro- 
economic  analysis,  to  manage  macro  economic  conditionality.    We  should  he  certain  only 
that  the  bilateral  program  is  fully  coordinated  with  the  macro  economic  policies  of  the 
multilateral  institutions  and  that  we  help  to  reinforce  those  objectives  through  the  use  of 
the  bilateral  resource.    Regular  meetings  of  the  development  consortia  and  consultative 
groups  can  reinforce  effective  coordination  in  this  regard. 

Mr.  Davies: 
I  believe  that 


AID  wasted  tens  of  millions  of  dollars  during  the 
19808  in  a  vaii  effort  to  pretend  it  vns  like  tho  World  Banic  and 
the  IMF  and  could  promote  macroeconomic  policy  reform.   It  is  ray 
view  that  AID  iihould  get  entirely  out  of  promoting  macroeconomic 
policy  reform,  but  that  it  should  continue  to  play  a  role  in 
promoting  sectoral  reform.   For  example,  an  AID  focus  on  health 
sector  or  educ?  tion  sector  reform  in  individual  countries  could 
be  useful  in  breaking  through  key  bottlenecku  to  devolopment. 
AID  should  not  only  fund  small  projects;  it  must  promote 
sustainable  development  through  sectoral  reform  as  well  as 
projects . 

AID  officers  in  the  field  should  engage  their 
h  local  governmental  ministries  in  dialogue  on 
macroeconomic* Issues.   This  is  entirely  appropriate  and 
necessary.   But  US  aid  funds  should  not  be  used  to  promote 
macroeconomic  reform  along  the  lines  of  World  Bank  or  IMF 
structural  adj|istment  effoirts. 

SUSTAINABLE  DEVELOPMENT 

Senator  Leahy:  Everyone  is  saying  that  "sustainable 
development"  should  be  the  focus  of  our  foreign  aid  program.   But 
"sustainable  development"  seems  to  mean  different  things  to 
different  people. 


Nevertheless, 
counterparts  i 
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o  I  would  like  each  of  you  to  give  me  a  concise  definition 
of  sustainable  development  that  could,  if  adopted,  serve  as 
a  framework  within  which  to  structure  specific  assistance 
programs . 

o  What  does  that  mean  when  it  comes  to  setting  funding 
priorities  and  designing  actual  programs? 

Mr.  Sewell: 

"Sustainable  development"  is  economic  growth  which  includes  both  the  alleviation  of  poverty 
and  the  preservation  of  the  environment  for  successive  generations,  all  in  the  context  of 
government  accountability  and  social  justice. 

The  first  priority  of  U.S.  aid  programs  should  be  to  promote  sustainable  development,  both 
through  bilateral  and  multilateral  programs.  Other  objectives,  notably  those  of  expanding 
American  exports  and  ensuring  regional  peace  and  security,  are  significantly  reinforced  by  the 
promotion  of  sustainable  development,  but  they  require  operationally  distinct  efforts  and  ought 
to  be  the  responsibility  of  separate  budget  allocations  and  administrative  agencies. 

The  U.S.  needs  to  redesign  its  development  assistance  program  to  better  promote  sustainable 
development.  An  integrated  approach  that  addresses  poverty,  the  environment,  population 
growth,  and  political  participation  is  essential.  Specific  programs  should  be  restructured  so 
that  these  core  issues  are  addressed.  Other  objectives  should  be  handled  by  other  agencies  or 
institutions. 

Mr.    Binding: 

While  olhcrs  define  il  more  broadly,  I  define  su.MninnbIc  development  in 
environmental  or  ecological  terms.    It  means  increasing  human  wellbeing.  including 
improvemcnls  in  health,  housing,  incomes,  nutrition,  and  so  on  in  ways  that  either  do 
not  do  further  damage  or  actually  help  to  restore  the  environment.    Central  to 
sustainable  development  therefore  would  he  efforts  to  increase  energy  efficiency, 
increase  agricultural  output  in  environmentally  benign  ways,  decrease  population  growth, 
and  to  develop  and  transfer  non-polluting  industrial  technologies  as  rapidly  as  possible. 

In  terms  of  setting  funding  priorities,  I  am  certainly  among  those  who  believe 
that  reducing  high  rates  of  population  growth  is  an  essential  prerequisite  to  sustainable 
development.    The  maintenance  of  the  planet's  life  support  system  simply  cannot  be 
assured  with  a  global  population  that  is  doubling  every  thirty -five  ycare.    Sustainable 
development  also  involves  increasing  crop  yields  at  present  or  lower  levels  of  use  of 
fertilizers  and  insecticides,  largely  through  the  application  of  biotechnology.    And,  it 
means  the  development  of  a  combination  of  improved  technologies  to  increase  energy 
production  at  a  reduced  rate  of  fo.ssil  fuel  consumption  and  to  adopt  measures  to 
substantially  increase  energy  conservation.    Therefore,  to  me  three  of  the  highest 
priorities  implied  by  a  sustainable  development  strategy  would  be  in  the  areas  of 
agricultural  technology,  reduction  in  population  growth  rales,  and  advances  in  energy 
efficiency  and  conservation.    While  these  by  no  means  exhaust  the  list,  they  would  have 
the  highest  claim  on  rasourccs. 


Mr.    Davies: 

A  suBtainablo  development  program  encompasses  both  poverty 
alleviation  anp  protection  of  the  earth's  reBources,  must  be 
focussed  on  erapowering  women  and  strengthening  civil  society,  and 
consists  of  six  broad,  interrelated  components: 

i)     helpkng  people  attain  self-reliance  as  they  satisfy 
their  basic  human  needs  for  food,  clothing,  shelter, 
clean  water,  literacy  and  numeracy,  and  health  care; 

ii)     incrBasing  poor  people's  earning  capacity  through 

progjrams  such  as  raicroenterprise  credit  promotion  and 
othep  activities  which  empower  the  poor; 
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iii)    protecting  the  environment  for  future  generations; 

iv)     stabjilizing  world  population; 

V)     prompting  democratic  values  and  processes,  including 

invojlving  local  communities  in  decision-making;  and 
vi)     fostisring  respect  for  human  rights. 

The  US  Govermnjent — not  merely  AID — needs  to  make  certain  that  its 
activities  protQote  sustainable  development.   AID--whatevor  its 
8ize--Bhould  dBvote  all  of  its  energies  to  promoting  sustainable 
development,  «nergency  responses  to  disasters,  and  disaster 
prevention  and!  mitigation.   For  the  moment,  I  believe  that  AID 
should  remain  at  roughly  its  present  size,  but  with  a  radically 
reorganized  mafiagement  structure. 

SUBCOMMITTEE  RECESS 

Senator  Leahy.  Thank  you  very  much.  The  subcommittee  will 
stand  in  recess  until  2:30  p.m.,  Tuesday,  March  2. 

[Whereupon,  at  4:16  p.m.,  Tuesday,  February  23,  the  subcommit- 
tee was  recessed,  to  reconvene  at  2:30  p.m.,  Tuesday,  March  2.] 
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TUESDAY,  MARCH  2,  1993 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  2:45  p.m.,  in  room  SD-192,  Dirksen 
Senate  Office  Building,  Hon.  Patrick  J.  Leahy  (chairman)  presid- 
ing. 

Present:  Senators  Leahy,  Feinstein,  and  McConnell. 

NONDEPARTMENTAL  WITNESSES 

STATEIVIENTS  OF* 

WILLIAM  SCHNEIDER,  PRESIDENT,  INTERNATIONAL  PLANNING 
SERVICES 

JOHN  HARDY,  DIRECTOR  OF  CORPORATE  DEVELOPMENT  AND  FI- 
NANCE, BROWN  &  ROOT 

TOM  CAROTHERS,  ATTORNEY,  ARNOLD  &  PORTER 

opening  remarks  of  SENATOR  LEAHY 

Senator  Leahy.  I  apologize  for  the  delay.  Our  caucus  ran  a  little 
bit  longer  than  normal.  We  were  involved  in  the  wonderful  exercise 
of  discussing  how  much  more  we  should  cut  out  of  the  budget,  and 
it  is  almost  like  a  variant  on  Senator  Long's  old  saying  about  taxes: 
"Do  not  tax  you,  do  not  tax  me,  tax  the  guy  behind  the  tree."  Ev- 
erybody wants  cuts  until  it  comes  to  their  area. 

I  am  somewhat  surprised  that  we  do  not  have  some  of  those 
same  budget  cutters  over  to  join  in  this  hearing,  because  I  am  ab- 
solutely convinced  that  while  we  are  cutting  virtually  ever  single 
area  of  domestic  policy,  every  single  area  of  domestic  spending, 
raising  taxes  on  just  about  everybody  in  the  United  States,  all  of 
which  will  happen,  that  anybody  can  stand  up  with  a  straight  face 
and  say  we  cannot  touch  or  cut  foreign  aid. 

Every  single  recipient — especially  major  recipients — of  U.S.  for- 
eign aid,  must  know — and  if  they  do  not  know  I  certainly  want  to 
put  them  on  notice — that  they  should  anticipate  cuts.  I  cannot 
imagine  the  American  people  thinking  they  are  going  to  have  a  re- 
sponsive Congress  which  will  cut  everjrthing  in  domestic  aid,  every- 
thing in  domestic  help,  but  would  say  that  somehow  foreign  aid  is 
sacrosanct  and  cannot  be  touched. 

This  is  the  second  hearing  of  this  subcommittee  on  foreign  aid  re- 
form. Last  week  we  heard  from  three  witnesses  who  urged  a  major 
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shift  in  foreign  aid  to  combat  global  economic  environmental  prob- 
lems and  promote  sustainable  development  overseas.  I  think  we 
are  fortunate  today  to  have  three  distinguished  witnesses  who  have 
different  perspectives  on  the  foreign  aid  program. 

William  Schneider  was  Undersecretary  of  State  for  Security  As- 
sistance during  the  Reagan  administration.  We  want  to  hear  his 
thoughts  on  how  the  collapse  of  communism  and  the  end  of  the 
Warsaw  Pact  as  a  military  threat  affects  our  military  aid  program. 

John  Hardy  is  director  of  corporate  development  and  finance  at 
the  firm  of  Brown  &  Root.  Mr.  Hardy  also  served  as  deputy  direc- 
tor of  the  Trade  and  Development  Agency  for  6  years,  worked  at 
AID  for  2  years,  I  believe  it  was,  prior  to  joining  Brown  &  Root. 
He  will  give  us  his  thoughts  on  whether  promoting  U.S.  commer- 
cial interests  should  be  a  goal  of  our  foreign  aid  program,  and  if 
so,  how  can  we  use  foreign  aid  to  strengthen  American  economic 
competitiveness  overseas. 

And  Tom  Carothers  is  an  attorney  with  the  law  firm  of  Arnold 
&  Porter.  He  has  worked  on  the  democracy  program  at  AID,  served 
as  a  consultant  to  the  National  Endowment  for  Democracy,  and 
published  a  book  on  supporting  democracy  in  Latin  America.  I  hope 
he  might  discuss  how  we  can  use  foreign  aid  to  promote  democracy 
in  countries  that  have  little,  if  any,  tradition  of  open  government 
or  political  pluralism.  Of  particular  concern  to  me  is  Russia,  where 
democracy  is  taking  a  beating  as  disillusionment  with  a  failing, 
rapidly  failing  economy  sets  in. 

I  will  include  your  written  statements  in  the  record.  I  have  a  lot 
of  questions  that  I  really  would  like  to  get  to.  I  would  ask  that  each 
witness  try  to  keep  your  opening  statement  to  about  7  minutes,  hit 
the  points  that  you  want  us  to  remember  the  most  when  we  leave 
here. 

First,  I  would  yield  to  Senator  McConnell,  if  he  has  an  opening 
statement. 

PREPARED  STATEMENTS 

Senator  McConnell.  Why  don't  we  just  proceed  to  the  witnesses' 
opening  statements  and  place  my  statement  and  Senator  D'Amato's 
statement  in  the  record  at  this  point. 

[The  statements  follow:] 

Statement  of  Senator  McConnell 

Mr.  Chairman,  let  me  join  you  in  welcoming  our  witnesses  today.  Last  week,  we 
began  an  important  process  of  public  dialogue  and  debate  to  define  the  priorities 
of  our  foreign  assistance  programs.  Each  of  the  witnesses  urged  us  to  consider  orga- 
nizing a  new  agencv  with  the  core  goal  the  promotion  of  sustainable  development 
which,  in  turn,  would  focus  on  poverty  alleviation  and  the  preservation  of  the  envi- 
ronment. 

The  testimony  was  a  useful  beginning,  but  I  welcome  the  opportunity  today  to 
broaden  the  base  of  discussion  and  consider  other  missions  and  objectives  of  our  for- 
eign aid  programs.  Last  week,  I  was  encouraged  by  Dr.  Sinding's  acknowledgement 
that  U.S.  policy  abroad  should  contribute  to  what  he  called  an  "enabling  environ- 
ment"— one  in  which  trade  and  investment  flourish  and  both  donor  and  recipient 
economies  expand.  In  this  context,  I  look  forward  to  hearing  Mr.  Hardy's  testimonv. 
As  an  active  member  of  the  Coalition  for  Employment  through  Exports,  Mr.  Hardfy 
has  an  enormous  amount  to  add  to  our  discussions  about  the  appropriate  Unkage 
between  foreign  aid  and  U.S.  economic  interests. 

But,  economic  pursuits  obviously  do  not  stand  alone.  We  will  only  successfully  ad- 
vance economic  goals  if  we  merge  them  with  the  promotion  of  democracy  and  preser- 
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vation  of  our  security  interests.  On  both  these  last  two  fronts  the  world  has  changed 
dramaticallv  offering  a  unique  historical  opportunity  to  define  our  role.  Given  their 
professional  experiences  in  democracy  building  and  security  assistance,  I  will  be  in- 
terested to  hear  how  Mr.  Carothers  and  Dr.  Schneider  would  use  foreign  aid  in  bal- 
ancing global  needs  with  our  interests. 

Too  often  there  is  a  temptation  to  argue  global  development  needs — the  urcent 
needs  of  the  truly  poor— and  U.S.  interests  are  mutually  exclusive.  I  disagree.  I  be- 
lieve they  can  and  should  be  mutually  reinforcing  or  supportive.  As  I  said  last  week, 
I  think  we  can  do  good  and  do  well — ^in  fact,  we  will  not  do  either,  unless  we  do 
both. 

At  the  end  of  the  day,  there  will  always  be  someone  who  is  skeptical  of  the  merits 
of  foreign  aid.  But,  I  am  convinced  we  can  build  both  public  understanding  and  con- 
fidence through  our  work  with  the  Administration  and  other  interested  members  to 
sensiblv  balance  international  needs  with  our  economic,  political  and  security  inter- 
ests. Thank  you. 

Statement  of  Senator  Alfonse  M.  D'Amato 

Mr.  Chairman,  I  wish  to  welcome  John  Hardy  of  Brown  &  Root,  William  Schnei- 
der of  International  Planning  Services,  and  Thomas  Carothers  of  Arnold  &  Porter. 

We  are  discussing  the  reformation  of  foreign  aid.  While  it  is  important  to  address 
the  issue,  there  are  a  few  ideas  that  we  must  keep  in  mind  when  doing  so. 

In  this  economic  climate,  exports  are  vital.  With  increased  exports,  come  increased 
jobs.  This  is  paramount.  We  must  see  to  it  that  U.S.  businesses  get  the  help  that 
they  need  in  order  to  survive  in  an  increasingly  competitive  climate. 

There  are  hundreds  of  small  exporters  in  my  state  of  New  York  as  well  as  across 
the  country  that  wish  to  increase  their  business  through  exports,  and  they  should 
be  helped. 

Additionally,  the  reform  of  foreign  aid  must  not  ignore  the  needs  of  our  fiiiends 
and  those  who  truly  deserve  our  aid. 

There  are  also  many  nations  that  need  our  help,  such  as  the  Baltic  states,  the 
new  states  of  Eastern  Europe,  Israel,  and  others.  We  must  not  forsake  them.  If  we 
do  so,  we  will  only  hurt  ourselves.  When  our  allies  are  secure,  we  are  secure. 

When  making  changes  in  our  foreign  aid  process,  we  must  balance  our  commercial 
interests,  our  security  interests,  and  our  democracy  building  prograins.  In  the  end, 
we  must  remember  who  are  our  allies  in  the  world  and  those  American  exporters 
we  must  protect. 

Thank  you  Mr.  Chairman. 

SUMMARY  STATEMENT  OF  WILLIAM  SCHNEIDER 

Senator  Leahy.  Mr.  Schneider,  it  is  good  to  see  you  again. 

Mr.  Schneider.  Thank  you,  Mr.  Chairman.  It  is  a  privilege  to 
have  an  opportunity  to  appear  once  again  before  this  committee  as 
I  had  so  many  opportunities  to  do  in  the  past,  even  if  I  was  obliged 
to  feel  the  lash  during  my  previous  incarnation  before  this  commit- 
tee. 

Senator  Leahy.  Maybe  even  from  those  now  on  the  committee. 

Mr.  Schneider.  Indeed,  even  those  chairing  it. 

I  commend  you,  Mr.  Chairman,  and  the  committee  for  taking  up 
this  important  issue  of  modernizing  and  reforming  the  foreign  as- 
sistance program.  I  know  from  my  own  experience  as  a  congres- 
sional staff  member,  including  service  on  the  Appropriations  Com- 
mittee staff  in  the  other  body,  how  much  of  a  political  burden  this 
is,  and  I  think  you  have  done  yeoman's  service  in  the  work  of  the 
committee  in  the  past  in  helping  to  bring  the  cold  war  to  a  peaceful 
conclusion,  and  I  believe,  indeed,  you  are  correct  in  seeking  to  reas- 
sess the  foreign  assistance  program  in  the  light  of  the  new  develop- 
ments that  we  now  face. 

I  would  like  to  start  with  a  philosophical  preface,  just  to  set  my 
subsequent  remarks  in  context  concerning  the  ability  of  the  Presi- 
dent to  implement  his  objectives  abroad.  The  President  has  a  Con- 
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stitutional  responsibility  to  conduct  foreign  affairs,  and  he  needs  a 
variety  of  instruments  to  do  this.  The  responsibility  to  do  that, 
however,  are  sterile  without  resources. 

Foreign  assistance  is  one  of  those  resources,  and  there  are  a 
number  of  techniques  or  spigots  or  whatever  term  one  would  like 
to  apply  to  the  different  accounts  within  the  foreign  assistance  pro- 
gram, but  the  President  has  other  instruments,  as  well.  He  has 
technology  transfer  where  he  provides  access  to  American  tech- 
nology through  our  export  licensing  system.  He  has  arms  transfers, 
he  has  immigration  policy,  he  has  the  instruments  of  diplomacy 
and  so  forth.  And  these  resources  are  all  managed  through  the  ap- 
propriations processes,  so  there  is  a  very  profound  linkage  between 
the  ability  of  the  President  to  conduct  foreign  policy  and  the  ma- 
nipulation of  the  resources  that  are  derived  from  appropriated 
funds. 

Part  of  the  problem  is  that  only  a  portion  of  the  resources,  albeit 
very  important  ones,  are  dealt  with  through  this  subcommittee, 
and  in  the  long  run,  in  trying  to  make  sure  the  President  has  the 
most  flexible  and  most  appropriate  set  of  resources,  we  need  to 
come  to  grips  with  all  of  the  instruments  the  President  has  at  his 
disposal. 

By  way  of  putting  the  security  assistance  program  in  context,  as 
you  know,  it  is  part  of  the  foreign  assistance  program.  And  the  re- 
marks and  proposals  I  make  in  my  prepared  testimony,  and  will 
summarize  here,  reflect  a  conclusion  that  it  is  probably  best  in  the 
short  term  to  resist  the  temptation  to  rewrite  the  Foreign  Assist- 
ance Act  of  1961,  as  useful  as  that  might  be,  in  an  effort  to  try  and 
materially  improve  the  responsiveness  of  the  program  to  our  for- 
eign policy  needs  and  to  rebuild  public  confidence  and  Congres- 
sional support. 

In  my  judgment,  there  are  ample  funds  in  the  foreign  assistance 
program  to  meet  our  need.  Indeed,  I  would  share  your  view  that 
taking  the  foreign  assistance  account  as  a  whole  or  even  the  budget 
function  150  account,  there  is  room  for  further  reductions.  The 
problem  is  that  the  rigid  compartmentation  of  foreign  assistance  in- 
struments limits  the  ability  of  the  President  to  manage  the  account 
in  a  manner  responsive  to  the  fast-breaking  pace  of  international 
developments.  This  rigid  compartmentation  creates  shortages  in 
specific  instruments.  The  President  finds  he  does  not  have  a  suffi- 
cient ESF  or  he  does  not  have  sufficient  Public  Law  480  or  in  some 
other  account  he  lacks  the  ability  to  manage  the  entire  appropria- 
tion he  is  provided  under  the  foreign  assistance  title. 

In  looking  at  the  implications  of  these  observations  for  the  secu- 
rity assistance  account,  I  would  suggest  a  few  initiatives  that 
might  be  sponsored,  at  least  in  part,  by  this  subcommittee. 

Security  assistance  provides  the  President  with  a  unique  Amer- 
ican asset.  The  President  has  the  ability  to  provide  comprehensive 
security-related  services  to  friendly  nations  anywhere  in  the  world, 
both  to  enhance  American  security  and  to  promote  regional  peace 
and  stability.  Since  the  Soviet  Union  collapsed  in  1991  we  have 
witnessed  genocide  in  the  Balkans,  a  scramble  by  North  Korea, 
Iran,  Iraq,  and  Libya  to  acquire  weapons  of  mass  destruction  and 
their  means  of  delivery,  while  many  other  parts  of  the  world  dis- 
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solve  into  ancient  cultural,  national,  ethnic,  linguistic,  and  terri- 
torial disputes,  many  of  them  violent. 

The  marriage  of  these  formidable  potentials  for  conflict  with 
modem  technology  make  it  likely  that  the  current  and  future 
President  will  need  security  assistance  in  some  form  to  support  his 
foreign  policy  objectives.  The  question,  then,  is  how  can  we  modern- 
ize the  account? 

Well,  one  proposal  that  would  not  require  increases  in  appro- 
priated funds,  indeed,  in  my  judgment  would  lead  to  a  possibility 
of  reducing  demands  for  appropriated  funds,  is  to  increase  the 
flexibility  of  resource  management.  As  I  mentioned  earlier,  the 
compartmentation  of  the  accounts,  the  inability  to  transfer  between 
functions,  and  the  inability  to  reprioritize  prior  year  appropria- 
tions, limits  the  ability  of  the  President  to  use  the  pot  of  resources 
the  Congress  has  appropriated. 

Changing  this  has  some  important  implications  for  the  legisla- 
tive-executive relationship,  but  I  believe  that  an  appropriate 
change  could  lead  to  a  far  more  collegial  and  consultative  relation- 
ship between  the  executive  and  legislative  branches  in  the  manage- 
ment of  the  foreign  assistance  program  in  general  and  the  security 
assistance  account  in  particular. 

A  second  point  I  would  argue  is  that  we  should  couple  arms 
transfer  policy  more  closely  to  security  assistance.  There  are  sepa- 
rate legislative  channels,  the  Arms  Export  Control  Act,  vice  the 
Foreign  Assistance  Act  of  1961.  However,  the  only  difference  be- 
tween arms  transfer  policy  and  security  assistance  is  the  mode  of 
finance.  The  taxpayer  provides  the  resources,  either  in  concessional 
credits  or  in  grants  to  support  the  security  assistance  program, 
whereas  in  arms  transfers  the  end-user  or  customer  provides  the 
financing. 

Both  are  intended  to  serve  U.S.  policy  ends,  and  what  I  would 
argue  is  we  need  to  revisit  the  question  of  creating  a  third  way  to 
provide  arms  transfers  by  establishing  a  defense  export  credit  facil- 
ity. This  could,  in  my  judgment,  be  accomplished  as  the  aggregate 
foreign  assistance  program  is  reduced  by  using  a  small  portion  of 
the  savings  to  support  a  guarantee  reserve. 

Third  is  to  increase  the  coordination  between  the  Department  of 
Defense  management  of  the  defense  industrial  base  and  arms 
transfer  and  security  assistance  policies.  The  drawdown  in  the  de- 
fense program  at  the  same  time  the  security  assistance  program  is 
coming  down  creates  both  opportunities  and  difficulties.  The  oppor- 
tunity created  is  that  a  substantial  amount  of  excess  equipment  is 
going  to  be  available  that  can  substantially  reduce  the  cost  of  deliv- 
ery of  security  assistance  equipment  and  services.  But  it  also  pro- 
vides a  potential  problem  for  the  defense  industrial  base. 

Fourth,  expand  the  scope  of  security  assistance  to  cover  provid- 
ing police-type  training  to  reflect  the  change  in  the  security  envi- 
ronment where  the  training  and  equipping  of  military  forces  is 
sometimes  inappropriate  for  the  circumstances  we  face.  We  have 
had  some  good  experience  with  the  training  of  police  for  the  judi- 
cial units  in  Central  America  and  training  for  antiterrorist  and 
antinarcotics  purposes. 
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PREPARED  STATEMENT 

Fifth  is  to  expand  the  International  Military  Education  and 
Training  Program  to  take  advantage  of  the  training  spaces  that  we 
have  available. 

I  would  be  pleased  to  answer  any  questions  you  have  in  detail, 
Mr.  Chairman.  Thank  you. 

[The  statement  follows:] 

Statement  of  William  Schneider 

modernizing  the  security  assistance  program 

Introduction 

Thank  you  Mr.  Chairman  for  this  opportunity  to  appear  before  this  subcommittee. 
As  a  former  Under  Secretary  of  State  (1982-86)  with  responsibility  for  the  inte- 
grated Foreign  Assistance  budget,  it  was  my  privilege  to  appear  before  this  sub- 
committee on  many  occasions.  Having  previously  served  as  a  staff  member  in  both 
Houses  of  the  Congress  (including  four  years  with  the  Committee  on  Appropriations 
of  the  House  of  Representatives)  as  well  as  the  OfBce  of  Management  and  Budget, 
I  come  to  this  opportunity  with  a  renewed  sense  of  appreciation  for  the  role  of  the 
Congress  in  shaping  American  foreign  policy. 

Although  my  post-government  career  in  the  field  of  financial  services  has  removed 
me  from  day-to-day  involvement  in  the  Foreign  Assistance  program,  I  have  retained 
a  keen  interest  in  the  program  and  in  developing  new  approaches  to  making  it  a 
more  effective  instrument  of  American  foreign  policy.  ^ 

The  collapse  of  Communist  power  and  aumority  in  Central  Europe  and  the  former 
Soviet  Union  in  1989-91,  has  produced  important  changes  in  the  international  secu- 
rity environment  which  must  be  reflected  in  the  modernization  of  American  policies, 
institutions,  and  resources  for  the  international  affairs  function.  This  statement  will 
attempt  to  set  forth  some  concepts  which  might  be  considered  by  the  subcommittee 
as  it  seeks  to  address  these  changes. 

I  commend  the  Chairman  and  the  subcommittee  for  its  initiative  in  addressing 
this  important,  but  contentious  subject.  Having  spent  a  considerable  fi-action  of  my 
career  m  the  Federal  Government  associated  with  the  Foreign  Assistance  program 
in  the  appropriations  process,  I  am  well-aware  of  the  politicd  burden  the  Members 
of  the  subcommittee  have  borne  in  supporting  the  program.  In  recent  years  as  pub- 
lic support  for  foreign  policy  initiatives  has  waned  in  the  face  of  demanding  domes- 
tic concerns.  Nevertheless,  the  Foreign  Assistance  program — including  Security  As- 
sistance— played  an  important  role  in  challenging  Communist  military  power  at  its 
extremities  and  therefore  deserves  an  important  share  of  the  credit  for  Com- 
munism's collapse.  I  am  persuaded  that  a  series  of  relatively  modest  modernization 
initiatives  in  both  the  Security  Assistance  and  Foreign  Assistance  programs  can  sig- 
nificantly diminish  the  demand  for  appropriated  funds,  without  reducing  the  ability 
of  the  President  to  implement  American  foreign  policy  objectives  abroad. 

A  philosophical  digression 

Before  proceeding  to  a  detailed  discussion  of  the  Security  Assistance  program  and 
concepts  for  its  modernization,  I  thought  it  useful  that  we  return  briefly  to  first 
principles  in  an  effort  to  place  the  subject  of  these  hearings  in  a  larger  policy  con- 
text. 

The  President  is  given  the  power  under  the  constitution  to  conduct  foreign  affairs. 
However,  the  power  is  an  empty  one,  absent  the  ability  of  the  President  and  the 
Executive  branch  to  manipulate  resources  to  support  tne  conduct  of  foreign  rela- 
tions. In  this  context,  the  notion  of  resources  is  a  broad  one  encompassing  such 
things  as  diplomatic  functions,  regulatory  commercial  trade  access  arrangements 
(such  as  technology  and  arms  transfers  functions),  and  resource  transfers  (such  as 
Foreign  Assistance  and  its  constituent  element.  Security  Assistance).  The  resource 
base  for  the  President  to  employ  in  the  conduct  of  foreign  affairs  is  ultimately  de- 
rived from  appropriated  funds;  a  power  reserved  for  the  Congress. 

The  President  seeks  to  implement  American  purposes  through  the  conduct  of  for- 
eign relations.  Foreign  Assistance  in  general,  and  Security  Assistance  in  particular, 
constitute  a  set  of  instruments  for  the  President  to  employ  to  achieve  Ajmerican  pur- 


1  Although  I  continue  to  serve  in  the  Department  of  State  in  an  advisory  capacity,  opinions 
expressed  nere  are  those  of  the  author,  and  do  not  necessarily  represent  the  views  of  the  U.S. 
Government. 
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poses  abroad.  None  of  the  numerous  instruments  for  which  the  Congress  provides 
statutory  authority  and  appropriated  funds — Public  Law  480,  ESF,  Development  As- 
sistance, Security  Assistance,  diplomacy,  arms  transfers  or  the  Peace  Corps,  or 
many  otiiers — is  superior  to  another  in  the  abstract.  Each  are  instruments  to  enable 
national  purposes  to  be  achieved.  To  be  sure,  some  instruments  such  as  humani- 
tarian assistance  under  Public  Law  480  are  used  with  fewer  policy  preconditions 
than  other  instruments.  Yet  no  President  has  seen  fit  to  employ  humanitarian  as- 
sistance everywhere  in  the  world  where  hunger  exists.  Instead,  humanitarian  assist- 
ance has  been  provided  in  circumstances  where  American  interests  were  somehow 
addressed. 

The  question  this  subcommittee  must  face  is;  how  can  the  resource  base  for  the 
foreign  affairs  instruments  within  its  jurisdiction  be  modernized  in  a  manner  which 
best  supports  the  ability  of  the  President  to  conduct  foreign  affairs  in  the  modem 
world?  The  collapse  of  militarized  Communism  has  removed  one  of  the  driving  in- 
centives that  shaped  the  instruments  whose  underlying  authorities  are  supported  by 
the  appropriations  made  by  this  subcommittee.  An  opportunity  now  exists  to  mod- 
ernize these  instruments,  and  the  manner  in  which  tney  can  be  employed  by  the 
President,  so  that  American  national  purposes  can  be  best  served  well  into  the  next 
century. 

Limitations  of  foreign  assistance  /  security  assistance 

While  the  Congress  has  created  a  useful  set  of  instruments  and  institutions  for 
the  President  to  conduct  foreign  affairs,  the  cumulative  effect  of  years  of  legislative 
operations  (many  individual  changes,  induced  by  wholly  pertinent  Congressional 
and  public  concerns)  has  materially  diminished  the  usefulness  of  the  entire  Foreign 
Assistance  program  to  the  conduct  of  foreign  affairs.  Each  of  the  instruments  in  the 
Foreign  Assistance  and  Security  Assistance  programs  has  often  come  to  be  seen  as 
ends  in  themselves  by  those  responsible  for  their  management.  Each  instrument,  in 
turn,  developed  its  own  community  of  interested  parties — ^vendors  and  recipients — 
who,  over  time,  persuaded  the  Congress  and  Executive  agencies  responsible  for  ad- 
ministering the  specific  instrument  to  configure  the  program  in  ways  that  dimin- 
ished its  ability  to  be  responsive  to  the  needs  of  American  foreign  policy. 

Proponents  for  the  use  of  Development  Assistance  (DA)produced  a  program  which 
often  concentrated  on  long-term  development  projects.  The  long  biuld-up  of  these 
projects  to  achieve  the  desired  end  diminished  the  ability  of  the  President  to 
reconfigure  the  programs  so  that  the  funds  could  be  applied  to  other  higher  priority 
nationS  purposes.  The  excessive  use  of  credit  financing  in  the  Security  Assistance 
program,  particularly  in  the  late  1970*8  and  early  1980's,  burdened  many  nations 
with  excessive  debt  that  weakened  their  economies  and  frequently  diminished  the 
recipient's  ability  to  respond  to  threats  to  their  own  internal  stability. 

Both  the  Foreign  and  Security  Assistance  programs  were  decreasinglv  able  to  be 
responsive  instruments  to  fast-breaking  international  developments.  The  planning 
for  these  programs  takes  place  more  than  two  years  in  advance  of  execution,  yet 
international  affairs  are  filled  with  far  more  rapid  changes  in  circumstances.  The 
ability  of  the  President  to  reconfigure  the  resources  at  mis  disposal  in  the  aggre- 
gate, and  channel  the  resources  through  the  appropriate  instruments  to  achieve  na- 
tional purposes,  is  largely  frustrated  by  the  structure  of  the  program,  and  the  cumu- 
lative effect  of  statutory  and  other  policy  encumbrances. 

Because  the  Foreign/Security  Assistance  programs  could  not  be  readily  reconfig- 
ured to  address  pressing  international  needs,  successive  Presidents  were  forced  into 
adaptive  behavior  that  made  the  best  of  a  difficult  situation.  Often  inappropriate  in- 
struments were  used  to  support  foreign  policy  initiatives  merely  because  tney  were 
available  at  the  time  with  the  fewest  encumbrances.  The  inability  of  the  President 
to  configure  resources  available  to  him,  produced  ineffective  responses  to  policy 
needs  that  in  the  long  run,  undermined  public  support  for  the  programs.  The  exist- 
ing approach  to  foreign  assistance  has  been  to  solicit  a  response  from  each  of  the 
institutional  entities  involved  in  the  foreign  assistance  program  to  obtain  their  rec- 
ommendation of  whether  or  not  their  particular  "instrument"  could  achieve  some 
benefit  to  a  country  of  interest.  If  the  answer  was  in  the  affirmative,  then  funds 
fh)m  that  institution  were  programmed,  and  an  appropriation  requested. 

As  a  result,  the  Foreign  Assistance  program  could  be  described  more  in  terms  of 
a  collection  of  country-specific  programs  emplo5dng  a  mix  of  assistance  instruments 
than  an  integrated  program.  To  be  sure,  an  effort  was  made  by  each  of  the  agencies 
in  the  foreign  assistance  program  to  construct  a  global  policy.  But  because  the 
rigidities  of  separate  authorities  and  appropriations  restrictions,  management  of  the 
entire  Foreign  Assistance  program  by  the  President  to  respond  to  the  pace  of  change 
in  international  affairs  simply  could  not  be  managed  in  a  satisfactory  manner. 
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There  also  exists  many  intra-program  rigidities  which  reduce  the  ability  of  the 
Foreign  Assistance  program  to  respond  to  breaking  events.  Frequently,  the  urgent 
demands  of  economic  stabilization  requires  the  emplojTnent  of  fast-disbursing  types 
(sometimes  in  the  form  of  cash  grants)  of  assistance.  Apart  from  the  Economic  Sup- 
port Fund  and  to  a  lesser  degree.  Public  Law  480/Title  II,  none  of  the  accounts  can 
be  readily  converted  by  the  President  into  fast-disbursing  programs.  Similarly,  the 
Security  Assistance  program  was  difficult  to  reshape  to  unanticipated  change  m  the 
international  environment.  Denial  of  the  authority  to  create  a  contingency  account 
allowed  only  the  limited  use  of  Section  506(a)  authority  to  address  a  very  narrow 
range  of  emergency  contingencies.  The  other  alternative,  use  of  Section  614  author- 
ity to  waive  earmarks,  was  normally  discouraged  in  the  course  of  Legislative-Execu- 
tive consultations. 

The  cumulative  effect  of  three  decades  of  successive  waves  of  tightening  the  flexi- 
bility to  employ  each  of  the  dozen  or  more  instruments  contained  in  the  integrated 
Foreign  Assistance  program  by  the  President  has  produced  a  perception  of  an  acute 
shortfall  of  funds  to  accomplish  national  purposes  abroad.  When  extraordinary,  but 
unplanned  opportunities  arise,  such  as  the  collapse  of  Communism  in  Europe  and 
the  former  Soviet  Union,  American  leadership  is  inhibited  in  its  abUity  to  respond, 
because  of  the  inflexibiUty  of  its  resource  base  and  the  associated  statutory  authori- 
ties. The  President  is  left  with  other  instruments  to  the  achievement  of  American 
objectives  abroad  that  are  often  ineffective  or  inappropriate.  For  example,  the  pri- 
mary response  of  the  President  to  the  collapse  of  the  Soviet  Union  was  to  use  diplo- 
matic means  to  encourage  the  resulting  nations  to  evolve  along  democratic  Unes.  To 
facilitate  their  conversion  to  a  modem  market-oriented  economy  by  liberalization  of 
technology  transfer,  the  President  was  able  only  to  proffer  technical  advice.  Eventu- 
ally, a  modest  bilateral  aid  program  emerged  financed  primarily  from  a  statutory 
transfer  of  appropriated  funds  from  the  Department  of  Defense  (primarily  for  the 
important  but  narrow  purpose  of  nuclear  demilitarization)  rather  than  a  reordering 
of  Foreign  Assistance  priorities.  The  United  States  may  have  been  in  a  far  stronger 
position  to  influence  the  course  of  events  had  the  Foreign  Assistance  program  been 
amendable  to  more  flexible  employment  when  the  unraveling  of  the  former  Soviet 
Union  began  in  the  late  1980's  as  our  European  allies  sought  to  do,  than  long  after 
the  event,  as  is  now  the  case. 

Modernizing  foreign  assistance 

The  superstructure  of  the  Foreign  Assistance  programs  is  contained  in  the  For- 
eign Assistance  Act  of  1961  as  amended.  While  the  temptation  to  generate  an  all- 
encompassing  new  legislative  opus  exists,  this  should  probably  be  resisted.  The  un- 
derstandable preoccupation  of  tlie  President  and  the  public-at-large  with  the  imper- 
ative of  strengthening  the  domestic  economy,  suggests  that  a  less  ambitious  course 
should  be  undertaken. 

This  statement  will  not  seek  to  address  the  entire  foreign  assistance  account;  its 
purpose  is  primarily  focused  on  the  Security  Assistance  element  of  the  larger  pro- 
grams. However,  to  enable  the  President — current  and  future — to  be  able  to  respond 
to  developments  abroad,  the  Foreign  Assistance  program  in  general,  can  be  made 
far  more  responsive  than  it  is  currently  with  relatively  modest  statutory  changes, 
without  a  requirement  for  increased  appropriated  funds;  indeed  requirements  may 
be  reduced. 

By  expanding  two  authorities  which  already  exist  in  a  limited  manner,  the  Presi- 
dent could  far  more  effectively  use  the  Foreign  Assistance  program  to  meet  national 
purposes.  The  two  basic  authorities  which  need  to  be  expanded  are  transfer  author- 
ity and  deobligation/reobligation  authority  across  all  accounts  in  the  program.  Rath- 
er than  treating  the  Foreign  Assistance  program  as  the  svim  of  more  than  a  dozen 
individual  programs  with  an  appropriations  ceiling,  to  be  expended  in  a  prescribed 
manner,  as  is  now  the  case,  the  Foreign  Assistance  account  should  be  treated  as 
a  single  appropriation  serving  for  the  international  affairs  function  (somewhat  like 
the  O&M  account  in  DOD).  This  single  appropriation  would  be  expended  through 
the  various  programs  currently  in  the  Foreign  Assistance  account  (e.g.  Security  As- 
sistance, Development  Assistance,  Peace  Corps,  etc.)  as  is  currently  the  case.  The 
crucial  difference  from  current  practice  is  that  the  President  would  have  unlimited 
transfer  authority  between  accounts.  Although  the  pattern  of  expenditure  would  be 
justified  in  the  conventional  manner  through  budget  estimates  and  an  appropriation 
request,  after  the  Appropriation  Act  was  passed,  Qie  President  would  have  authority 
to  transfer  funds  between  accounts  to  meet  the  needs  of  American  foreign  policy  at 
the  time  of  program  execution.  Congressional  notification  could  be  carried  out 
through  an  expanded  version  of  the  Section  653(a)  procedure  when  the  Executive 
branch  notifies  the  Congress  of  the  planned  allocation  of  appropriated  fiands. 
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The  second  dimension  of  statutory  adjustment  is  to  provide  the  President  with 
deobligation/reobligation  authority  across  the  entire  Foreign  Assistance  account. 
Provi(fing  such  authority  would  enable  the  President  to  reach  into  prior  year  appro- 
priations where  funds  have  been  obligated,  but  not  drawn  down,  and  deobligate  the 
funds  so  that  they  may  be  reobligated  to  higher  purposes.  This  authority  would  not 
be  lightly  used  since  it  would  be  disruptive  of  ongoing  projects.  Nevertheless,  as  we 
have  seen  from  the  inability  of  either  Presidents  Bush  or  Clinton  to  respond  quickly 
to  developments  in  the  former  Soviet  Union  as  aggressively  as  they  would  have  oth- 
erwise wished,  the  President  needs  broader  authority  to  re-prioritize  prior  year  ap- 
propriations than  currently  exists. 

.^though  the  proposed  expansion  of  transfer  and  deobligation/reobligation  author- 
ity will  not  address  the  underlying  limitations  of  the  authorities  contained  in  the 
Foreign  Assistance  account,  these  changes  will  materially  improve  the  effectiveness 
and  flexibility  of  the  resource  management  Foreign  Assistance  accounts.  Because 
the  President  will  not  be  obliged  to  only  examine  the  availability  of  current  appro- 
priations to  meet  an  unanticipated  foreign  pohcy  needs,  he  will  be  able  to  reallocate 
both  current  and  prior  year  appropriations  into  the  Foreign  Assistance  account(s) 
which  best  serve  America's  immediate  foreign  policy  need. 

Requirements  for  appropriated  funds  in  the  Foreign  Assistance  program  can  be 
further  reduced  if  the  Congress  is  prepared  to  build  on  the  model  developed  in  the 
Caribbean  Basin  Initiative  (CBI)  to  reduce  foreign  assistance  resource  transfers  in 
favor  of  trade  access.  Foreign  assistance  resource  transfers  are  a  costly  and  uncer- 
tain means  of  contributing  to  economic  development  abroad.  Such  transfers  tend  to 
reinforce  the  state  sector,  ra^er  than  the  private  sector  and  generally  produce  little 
sustained  gains  in  employment.  The  CBI  employed  trade  access  to  the  American 
market  as  an  alternative  to  augmented  appropriated  funds.  The  benefits  from  trade 
access  far  outweighed  the  contribution  of  any  plausible  level  of  appropriated  funds. 
Policy-driven  manipulation  of  trade  access  to  the  American  market  is  a  high-lever- 
age initiative  that  can  be  calculated  to  produce  desired  levels  of  benefit  (in  the  form 
of  additional  resources  to  the  economy  and  government  of  an  allied  nation) — not 
only  for  economic  development,  but  for  security-related,  or  any  other  foreign  policy 
purpose. 

Doing  so,  is  not  within  the  scope  of  the  Foreign  Assistance  Act,  nor  within  the 
immediate  jurisdiction  of  this  Committee.  However,  earlier  experience  indicates  that 
the  Congress  is  fully  capable  of  taking  the  appropriate  inter-committee  measures 
necessary  to  develop  such  a  coordinated  approach  to  foreign  policy.  I  have  no  reason 
to  believe  this  could  not  be  carried  out  in  the  future,  as  multijurisdictional  issues 
involving  international  trade  or  the  environment  have  been  so  addressed.  Doing  so 
would  provide  a  new  set  of  instruments  for  the  President  to  employ  to  achieve  for- 
eign policy  purposes  without  increasing  appropriated  funds.  Because  this  initiative 
could  be  a  particularly  flexible  one,  the  creation  of  'Tiands"  within  which  the  Presi- 
dent could  manage  trade  access  in  selected  industrial,  agriculture  and  service  cat- 
egories could  be  created  that  would  enable  the  President  to  respond  rapidly  to  inter- 
national needs. 

Modernizing  security  assistance 

The  Security  Assistance  program  has  been  the  primary  policy  instrument  for  the 
President  to  provide  allied  nations  with  the  defense-related  resources  they  require 
to  support  the  security  dimension  of  American  foreign  policy.  During  the  cold  war 
period,  this  generally  meant  equipping  allied  forces  for  the  direct  or  indirect  support 
for  American  forces  deployed  abroad  to  deter  Communist  aggression  or  insurgency. 
Earlier  variants  of  the  current  Security  Assistance  program  focused  on  nations  witii 
mutual  security  agreements  who  were  facing  an  immediate  threat.  During  the 
1980'8,  the  program  came  to  be  gradually  modified  to  support  a  regional  focus  which 
had  more  contemporary  appeal  as  Soviet  tactics  shifted.  During  the  1980's,  the  Se- 
curity Assistance  program  came  to  support  three  broad  policy  objectives:  the  Middle 
East  peace  process;  access  to  regions  of  interest  for  U.S.  forces  through  support  for 
basing  access  nations;  and  the  Central  American  peace  process. 

In  the  aggregate,  the  Security  Assistance  program  was  successful  in  addressing 
these  policy  objectives.  The  needs  of  American  foreign  policy  are  evolving  in  a  man- 
ner which  makes  Security  Assistance  a  relevant  account  to  accomplishing  current 
security-related  foreign  policy  objectives.  A  need  current  and  future  Presidents  have, 
is  to  accomplish  American  security-related  objectives  in  an  environment  where  ap- 
propriated funds  are  reduced  significantly  in  both  real  and  nominal  levels  from 
those  available  in  the  1980's. 

Reviewing  the  Security  Assistance  program  after  the  cold  war  gives  this  sub- 
committee, and  the  Congress  in  general,  an  infrequent  opportunity  to  renew  this  im- 
portant activity  in  a  manner  wMch  will  best  serve  American  policy  interests.  Presi- 
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dent  Clinton  has  acknowledged  the  fact  that  dangers  to  American  security  interests 
abroad  will  persist,  since  many  of  the  emerging  security  concerns  arise  out  of  endur- 
ing local  or  regional  conflict  rather  than  globaJ  ideological  conflict.  The  lifting  of  to- 
talitarian control  in  the  former  Soviet  Union  and  Eastern  Europe,  for  example,  has 
materially  improved  the  chances  for  the  development  of  democratic  institutions  and 
ideals,  and  market-oriented  economies  in  these  areas.  But  it  has  also  loosened  a  be- 
wildering variety  of  long-suppressed  cultural,  linguistic,  ethnic,  national,  religious, 
and  economic  strife  that  raises  the  specter  of  a  new  type  of  security  threat  many 
Americans  thought  was  long  deposited  in  the  dustbin  of  history.  As  these  long-sup- 
pressed local  and  regional  sources  of  conflict  merge  with  the  forces  of  proliferated 
modem  technology,  the  continuing  interest  current  and  futxire  Presidents  will  have 
i^  a  security-related  instrument  within  the  Foreign  Assistance  program,  makes  pro- 
gram and  resource  modernization  essential. 

With  only  modest  exceptions,  the  underljdng  authorities  within  the  Security  As- 
sistance program  permit  the  President  to  adapt  to  current  conditions  if  the  Security 
Assistance  program  is  carried  out  in  a  coordinated  manner  with  arms  transfer  policy 
(as  will  be  discussed  here).  Both  Seciuity  Assistance  and  arms  transfer  policy  needs 
to  be  carried  out  in  a  coordinated  manner  with  American  defense  policy  so  that  all 
elements  are  mutually  reinforcing  to  assist  the  achievement  of  American  foreign  pol- 
icy objectives.  Taken  together,  the  President  will  then  have  a  responsive  resource 
base  from  which  to  draw,  to  implement  American  security-related  objectives  abroad. 

The  primary  distinction  between  the  arms  transfer  function  and  tne  Security  As- 
sistance function  relates  to  financing.  Concessional  loans  or  grants  are  provided 
through  the  Foreign  Assistance  program  to  enable  selected  allies  to  acquire  Amer- 
ican defense  products  and  services  to  accomplish  specific  American  policy  ends 
(under  the  Foreign  Assistance  Act  of  1961  as  amended).  The  arms  transfer  function 
serves  a  broader  range  of  American  foreign  policy  objectives,  under  the  Arms  Export 
Control  Act,  but  the  financing  is  provided  oy  those  nations  whom  American  policy 
objectives  permit  authorization  to  procure  weapon  systems  in  the  United  States. 
Heretofore  these  two  activities — Security  Assistance  and  arms  transfers — were  car- 
ried out  with  a  high  order  of  independence.  The  policy  considerations  came  together 
only  at  the  highest  levels  of  national  policy;  the  National  Security  Council.  The  sep- 
arate statutory  paths  of  the  two  functions  created  independent  bureaucracies  in  the 
Executive  brancn,  and  wholly  different  congressional  procedures  for  coping  with  the 
two  functions  since  only  the  Security  Assistance  program  required  appropriated 
funds. 

The  Congress,  in  surveying  long-term  American  security  objectives,  and  the  re- 
sources needed  to  support  them,  can  be  described  in  former  Secretary  of  State  Dean 
Acheson's  words  as  being,  "present  at  the  creation"  of  the  post-cold  war  world.  The 
Congress  has  the  opportunity  now  to  reshape  the  security-related  dimension  of  the 
Foreign  Assistance  program  in  a  manner  that  will  give  the  President  the  flexibility 
to  respond  to  more  diverse,  though  less  predictable  security-related  contingencies. 
In  order  to  enable  the  Security  Assistance  program  to  be  more  closely  integrated 
from  a  policy  perspective  with  the  range  of  security-related  instruments  available 
to  the  President,  some  modest  statutory  changes  would  be  appropriate,  and  could 
diminish  the  requirement  for  appropriated  funds. 

The  primary  problem  facing  the  Security  Assistance  program  is  a  shortfall  in  ap- 
propriated fiindB  in  relation  to  the  security-related  needs  of  allied  nations.  As  the 
shortfall  in  appropriated  funds  is  unlikely  to  be  mitigated,  modernization  of  the  Se- 
curity Assistance  program  must  employ  techniques  that  will  more  effectively  employ 
existing  and  projected  allocations  of  appropriated  funds  so  that  the  President  can 
use  the  Security  Assistance  instrument  when  it  is  best  suited  to  achieve  foreign  pol- 
icy purposes.  To  this  end,  a  number  of  initiatives  can  be  taken  by  the  Congress  tnat 
can  achieve  the  joint  purpose  of  modernizing  the  programmatic  content  of  the  Secu- 
rity Assistance  program  to  meet  post-cold  war  needs,  and  providing  new  approaches 
to  financing  the  function  that  will  enable  national  purposes  to  be  served  with  lower 
levels  of  appropriated  funds. 

(1)  Establish  Defense  export  credit  facility. — The  primary  difference  between  the 
arms  transfer  function  and  the  Security  Assistance  program  relates  to  the  manner 
in  which  the  two  programs  are  financed.  Security  Assistance  is  financed  by 
concessional  credits  and  grants;  arms  transfers  are  financed  entirely  by  the  end 
user.  Creation  of  a  Defense  export  credit  facihty  that  was  authorized  to  issue  export 
credit  guarantees  would  provide  a  "third  way"  for  the  President  to  achieve  security- 
related  ends  abroad  without  the  need  to  increase  appropriated  funds.  A  similar  pro- 
posal was  advanced  in  fiscal  year  1991,  but  was  brought  forward  without  appro- 
priate linkage  to  the  management  of  the  President's  interest  in  implementing  secu- 
rity-related objectives.  The  time  has  now  come  to  incorporate  defense  export  credit 
guarantee  facility  parallel  to  the  existing  structure  of  concessional  credits  and 
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grants  in  the  Secxirity  Assistance  so  that  the  mutually  reinforcing  objectives  of  the 
Security  Assistance  and  arms  transfer  policy  can  be  made  available  to  the  President 
in  the  current  budget  environment. 

The  use  of  defense  export  credit  guarantees  would  diminish  the  requirement  for 
appropriated  funds,  since  only  an  appropriate  guarantee  reserve  would  need  to  be 
appropriated  rather  than  the  full  value  of  the  goods  and  services  expressed  in  Budg- 
et Authority  and  outlays.  Moreover,  a  guarantee  facility  would  permit  greater  scope 
for  the  "privatization"  of  the  finance  of  the  arms  transfer  function,  further  diminish- 
ing the  requirement  for  appropriated  funds.  This  could  be  accomplished  by  co-fi- 
nancing techniques  widely  employed  in  the  civil  sector  that  would  couple  guaran- 
teed cret^ts  with  private  credits  in  the  same  loan  agreement.  Such  an  approach 
would  enable  a  very  significant  multiple  of  the  underlying  appropriated  guarantee 
reserve  authority  to  be  employed  for  purposes  authorized  by  the  President  (and 
where  required  by  the  AECA,  approved  by  the  Congress).  The  fiscal  year  1991  ex- 
port credit  proposal  to  the  Congress  limited  the  application  to  only  a  few  nations, 
most  of  whom  are  normally  cash  buyers  of  defense  products.  An  Export  Credit  Guar- 
antee facility  would  aim  for  a  wider  range  of  credit-worthy  nations  in  whom  the 
United  States  has  a  security-related  interest. 

Such  an  approach  would  not  require  a  change  in  the  underlying  infi-astructure  of 
Congressional  controls  under  the  Arms  Export  Control  Act,  but  it  would  provide  a 
resource  base  that  could  materially  strengthen  the  ability  of  the  President  to  meet 
national  purposes  abroad  when  security-related  support  was  the  appropriate  instru- 
ment. 

(2)  Initiate  Industrial  base-defense  export  coordination. — ^The  U.S.  force  structure 
reductions  now  underway  provide  a  basis  for  providing  securitv-related  support  to 
allied  nations  facing  a  local  or  regional  security  threat  without  the  need  for  substan- 
tial augmentation  of  appropriated  funds.  As  in  the  other  post-war  period  since  1945, 
demobilization  of  a  significant  fi-action  of  U.S.  forces  carried  out  in  parallel  with 
their  transition  to  more  modem  equipment,  created  an  inventory  of  equipment  that 
could  reduce  the  need  for  appropriated  funds,  and  yet  meet  the  needs  of  nations  who 
would  not  otherwise  be  descril^d  as  credit  worthy,  and  thus  able  to  support  their 
procurements  through  the  Defense  export  credit  finance  program.  Platforms  such  as 
aircraft,  naval  combatants,  armored  vehicles,  and  artillery  systems  could  be  sup- 
plied on  a  grant  basis  when  excess  to  U.S.  requirements,  or  provided  under  existing 
DOD  leasing  authority  to  enable  recipients  to  match  their  own  national  budget  year- 
by-year  budget  profile  to  the  cost  of  employing  residual  DOD  assets. 

The  use  of  residual  DOD  assets  to  support  foreign  policv  objectives  needs  to  be 
well-coordinated  with  another  important  national  poUcy  objective;  maintenance  of 
the  defense  industrial  base  to  support  the  modernization  of  our  own  forces  as  well 
as  to  meet  the  needs  for  the  large-scale  reconstitution  of  those  forces,  should  it  be 
required.  The  Defense  Conversion  Commission,  in  its  report  to  the  Congress  in  De- 
cember, 1992,  expressed  support  for  the  role  defense  exports  can  play  in  a  larger 
national  policy  ot  sustaining  the  defense  industrial  base  without  generating  a  new 
requirement  for  increases  in  appropriated  funds.  Suitable  coordination  of  this  di- 
mension of  national  policy  can  simultaneously  support  the  securitv-related  aspects 
of  American  foreign  policy,  while  supporting  the  DOD  industrial  base  objectives 
without  placing  further  demands  for  appropriated  funds.  Moreover,  a  role  for  Amer- 
ican industry  in  the  modification,  upgrade,  and  maintenance  of  such  equipment 
could  retain  a  responsive  industrial  base  for  the  existing  inventories  of  such  equip- 
ment in  American  and  allied  nation's  inventories. 

(3)  Expand  the  domain  of  Security  Assistance  support  for  policy -related  activi- 
ties.— The  post-cold  war  environment  will  be  likely  to  engage  American  interests  in 
many  circumstances  where  the  concept  of  "secvirity"  extends  beyond  traditional  mili- 
tary forces.  We  have  already  had  examples  of  this  manner  of  employing  the  Foreign 
Assistance  program  to  support  counter-terrorist/countemarcotics  forces,  as  well  (as 
in  Central  America),  the  training  of  police-type  forces  to  support  the  judicial  process. 
The  historical  motives  for  denying  tne  use  of  Foreign  Assistance  program  funds  for 
such  purposes  no  longer  outweigh  the  benefits  such  assistance  may  be  able  to  pro- 
vide to  national  purposes  abroad. 

Focusing  assistance  on  the  preparation  of  military  forces  to  meet  security  threats 
may  leave  many  nations  we  seek  to  assist,  with  forces  over-eqviipped  and  inappro- 
priately trained  to  address  security  concerns  more  anpropriate  to  police-type  forces. 
The  growth  in  bitterly  divisive  sub-national  conflict  may  be  oetter  addressed 
through  properly  trained  and  equipped  police  than  through  military  forces.  A  better 
strategy  would  be  to  enable  the  regular  armed  forces  to  perform  a  role  as  a  "shield" 
within  which  functions  appropriate  to  police-type  agencies  can  be  performed.  We 
know  that  police  training  requires  approximately  three  times  as  long  as  basic  mili- 
tary trfdning.  By  imbuing  police-type  forces  with  training  and  equipment  to  enable 
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them  to  respond  to  contingencies  with  appropriate  sensitivities  to  democratic  proc- 
esses and  institutions  (as  is  now  the  case  in  military  training  provided  by  the  Unit- 
ed States  through  the  International  Military  Education  and  Training  program),  po- 
lice-type forces  may  be  better  able  to  address  local  security  problems  at  an  early 
stage,  and  at  lower  levels  of  violence  than  are  associated  witn  military  forces. 

Our  experience  with  the  training  of  judiciary,  counter-narcotics,  and  counter  ter- 
rorist forces  over  the  past  decade  has  been  favorable.  A  modest,  though  useful  statu- 
tory improvement  in  the  Security  Assistance  program  would  be  to  authorize  the  ex- 
tension of  training  services  to  include  the  police  function  when  American  policy  pur- 
poses abroad  are  best  served  through  such  an  initiative. 

(4)  Expansion  of  training  activities. — ^American  individual  and  unit  training  is 
highly  valued  by  its  recipients,  and  provides  an  important  basis  for  access  to  allied 
aimed  forces  by  the  United  States.  Training  contributes  to  the  ability  of  the  United 
States  to  extend  both  military  professionals  and  increased  interoperability  with 
American  forces  in  the  event  of  a  future  conflict.  Our  training  activities  during  the 
1980's  were  well-rewarded  when  allied  forces  from  Turkey,  Egypt,  and  Saudi  Arabia 
were  able  to  be  smoothly  integrated  into  the  overall  military  planning  for  Operation 
Desert  Shield/Storm.  The  draw-down  in  the  end-strength  of  American  military 
forces  provides  somewhat  greater  flexibility  in  the  availability  of  the  American  mili- 
tary training  base  to  support  foreign  policy  objectives. 

The  International  Military  Education  and  Training  program  (IMET)  is  a  useful 
vehicle  for  expansion  of  the  training  function.  Constraints  on  appropriated  funds 
can  be  mitigated  through  a  combination  of  reallocation  of  Foreign  Assistance  pro- 
gram funds  (as  outlined  elsewhere  in  this  statement)  and  diversion  of  a  portion  of 
the  savings  from  the  ongoing  reductions  in  the  Foreign  Assistance  program  to 
IMET.  In  addition,  appropriated  funds  can  be  more  effectively  employed  if  marginal 
cost  pricing  rather  than  the  current  pricing  scheme  is  employed  in  the  allocation 
of  appropriated  funds  to  training  spaces. 

(5)  Increase  the  ability  of  the  President  to  flexibly  employ  all  Foreign  Assistance 
resources  to  meet  foreign  policy  objectives. — As  mentioned  elsewhere  in  this  state- 
ment, a  limitation  on  the  ability  of  the  Foreign  Assistance  program  to  respond  to 
national  policy  needs  abroad,  has  been  the  rigid  compartmentation  of  Foreign  As- 
sistance accounts.  As  a  result,  even  though  the  entire  Foreign  Assistance  program 
has  sufficient  appropriated  funds,  the  President  is  often  unable  to  provide  support 
for  American  objectives  with  the  appropriate  policy  instrument,  because  of  the  in- 
ability to  transfer  resources  on  short  notice  between  accounts  (and/or  to  deobligate/ 
reobligate  low  priority  funds  from  prior  year  appropriations).  Providing  the  Presi- 
dent with  expanded  transfer  and  deob/reooligation  authority  would  serve  to  improve 
the  responsiveness  of  the  entire  Foreign  Assistance  program  (including  the  Security 
Assistance  component)  to  the  needs  of  American  foreign  policy  in  the  21st  century. 

(6)  Institutionalize  country  / regional  program  assessment. — The  U.S.  Government's 
evaluation  if  its  activities  is  excessively  dependent  on  "input"  measures,  i.e.,  re- 
sources allocated  to  a  particular  purpose,  ratner  than  output  measures.  This  is  par- 
ticularly the  case  in  the  Foreign  Assistance  program  where  individual  programmatic 
allocations  (e.g..  Security  Assistance,  Public  Law  480,  Development  Assistance, 
Peace  Corps,  etc.)  are  made  to  a  country  or  region.  However,  there  is  no  institu- 
tional basis  for  regularly  assessing  how  the  programs  are  working  to  achieve  Amer- 
ican policy  objectives  on  an  integrated  basis.  Such  an  assessment,  if  properly  con- 
ducted, could  provide  "feed  back  to  the  Executive  branch  as  well  as  the  Congress 
about  corrections  to  the  program  mix  to  assure  that  the  most  effective  instruments 
are  being  employed  to  achieve  the  President's  objectives. 

Department  of  State  Organization 

The  underlying  purpose  of  the  Foreign  Assistance  program,  including  its  Security 
Assistance  component  is  to  provide  the  President  with  the  instruments  needed  to 
achieve  America's  foreign  policy  objectives.  While  the  President  retains  control  of  a 
number  of  instruments  which  are  derived  from  resources  outside  of  the  control  of 
this  subcommittee,  the  Foreign  Assistance  program  constitutes  a  major  instrument 
for  influencing  the  ability  of  uie  President  to  achieve  national  purposes  abroad.  Day- 
to-day  policy  oversight  of  this  function  is  delegated  to  the  Secretary  of  State  and 
his  staff.  Because  the  Foreign  and  Security  Assistance  programs  involve  the  activi- 
ties, it  is  essential  that  this  oversight  be  meaningful.  Responsibility  for  the  program 
and  its  oversight  should  be  delegated  to  a  single  official  for  day-to-day  management. 
There  is  a  tendency  to  allow  the  resource  management  function  for  the  program  to 
be  dispersed  among  several  officials.  Doing  so  will  erode  the  tight  linkage  that  needs 
to  be  maintained  oetween  policy  and  resources  if  the  modernized  program  is  to 
achieve  its  potential.  Moreover,  establishing  an  effective  consultative  relationship 
with  the  Congress  on  the  implementation  of  a  modernized  Foreign/Security  Assist- 
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ance  prograxn  will  work  best  when  a  single  official  can  speak  for  the  President  on 
the  fml  range  of  the  program's  content  and  the  resoxirce  allocation  to  support  it. 

CONCLUSION 

The  United  States  has  emerged  from  the  cold  war  as  the  only  nation  able  to  ofifer 
to  other  nations,  an  effective  Security  Assistance  program.  A  global  security  envi- 
ronment which  can  dissolve  in  less  than  a  year  after  the  collapse  of  Communist 
miUtary  power  as  quickly  as  it  has,  into  regional  genocide  as  appears  to  be  the  case 
in  the  Balkans.  Iraq,  Iran,  and  Korea  are  seeking  to  acauire  weapons  of  mass  de- 
struction and  their  means  of  deUvery,  and  other  examples  of  a  breakdown  in  re- 
gional peace,  it  is  difficult  to  assert  that  Security  Assistance  has  been  rendered  ob- 
solete. The  importance  of  the  abihty  of  the  President  to  employ  Security  Assistance 
resources  to  stren^^tiien  global  prospects  for  American  security,  and  to  maintain  re- 
gional security  in  areas  crucial  to  our  long-term  political  or  economic  interests  can- 
not be  overstated.  The  policy  review  now  underway  in  the  Clinton  administration 
may  produce  a  comprehensive  proposal  for  the  overhaul  of  the  entire  superstructure 
of  poUcies,  institutions,  and  resources  for  the  implementation  of  American  policy  ob- 
jectives abroad.  This  is  to  be  welcomed,  if  it  can  be  achieved.  In  the  interim,  it  is 
urgent  that  the  program  be  modernized  to  address  the  immediate  problems  facing 
the  program;  its  diminishing  effectiveness  in  its  present  form,  and  the  consequent 
loss  of  pubUc  and  Congressional  support. 

NEW  FOREIGN  ASSISTANCE  ACT 

Senator  Leahy.  Thank  you  very  much,  Mr.  Schneider.  We  will 
proceed  with  Mr.  Hardy  in  a  minute.  I  want  to  make  sure  I  under- 
stand what  Mr.  Schneider  is  saying.  You  would  not  do  away  with 
the  Foreign  Assistance  Act  of  1961  now,  you  would  try  some  of 
these  other  steps  first? 

Mr.  Schneider.  In  the  long  run,  I  believe  we  should  come  up 
with  a  new  Foreign  Assistance  Act.  My  view  is  that  as  a  practical 
matter,  because  of  the  preoccupation  of  the  executive  branch  with 
the  need  to  get  the  economy  rolling  again,  it  will  be  difficult  in  the 
next  year,  let  us  say,  to  come  up  with  a  comprehensive  bit  of  legis- 
lation and  do  the  consultation.  Therefore,  I  would  suggest  that  the 
system  is  in  sufficient  disrepair  that  it  justifies  some  interim  meas- 
ures now,  some  of  which  could  be  folded  into  a  more  comprehensive 
rewrite  of  the  Foreign  Assistance  Act  later. 

Senator  Leahy.  Thank  you. 

Mr.  Hardy. 

OPENING  STATEMENT  OF  JOHN  HARDY 

Mr.  Hardy.  Thank  you,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  address  your  subcommittee  on  the  subject  of  reform  of  the 
foreign  aid  program.  The  U.S.  Foreign  Aid  Program  over  the  last 
several  decades  has  been  driven  by  two  principal  considerations, 
humanitarian  and  security  concerns.  I  would  like  to  address  myself 
to  a  third  consideration  which  is  notable  by  its  absence,  the  appro- 
priate role  of  U.S.  economic  and  commercial  considerations  in  the 
conduct  of  our  foreign  aid. 

Our  economic  assistance  program  has  been  designed  and  imple- 
mented as  if  economic  and  commercial  considerations  have  no  place 
in  the  development  process.  This  premise  is  misguided.  First,  we 
must  recognize  that  the  real  American  contribution  to  development 
lies  not  in  our  economic  assistance  dollars,  but  rather  in  the 
strength  of  the  American  market.  A  strong  and  vibrant  U.S.  econ- 
omy generates  increased  markets  for  developing  country  exports. 
Our  aid  program  does  not  reflect  this  reality  that  we  must  keep  our 
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economy  strong  to  maximize  our  country's  contribution  to  develop- 
ment. 

Second,  there  is  no  need  to  structure  our  aid  program  so  as  to 
ignore  U.S.  commercial  interests.  No  other  major  aid  program  in 
the  world  pursues  developmental  objectives  without  also  ensuring 
commercial  benefits  returned  to  their  economy.  We  must  recognize 
that  humanitarian,  economic,  and  security  considerations  are  com- 
patible, and  structure  our  foreign  aid  accordingly. 

How  can  we  redress  this  structural  imbalance?  By  establishing 
a  capital  projects  or  infrastructure  fund  of  significant  size  that  will 
balance  sound  developmental  objectives  and  simultaneously  pro- 
mote and  support  high  value-added  jobs  in  the  United  States.  As 
a  country,  we  would  benefit  from  such  a  fund  for  several  reasons. 

First,  it  would  address  sound  developmentsd  objectives  not  ad- 
dressed in  the  present  economic  assistance  program.  Adequate 
power,  telecommunications  systems,  transportation  systems,  water 
supply,  and  sewage  systems  and  the  like  are  all  in  critical  need  in 
the  developing  world.  The  absence  of  basic  physical  infrastructure 
is  constraining  the  capability  of  these  countries  to  grow,  yet  AID 
has  consistently  sought  to  minimize  the  level  of  its  funding  going 
to  infrastructure  projects.  In  1992  only  6.6  percent. of  AID's  budget 
was  devoted  to  this  purpose. 

In  sharp  contrast  to  this  are  the  aid  programs  of  our  trade  com- 
petitors. In  1991  Japan  and  Italy  devoted  over  55  percent  of  their 
aid  program  to  capital  infrastructure  projects.  Even  in  Eastern  Eu- 
rope, where  the  developmental  needs  of  the  region  particularly  lend 
themselves  to  infrastructure  project  lending,  AID  could  bring  itself 
to  embrace  the  concept,  and  once  again,  an  opportunity  is  being 
lost. 

A  second  reason  for  establishing  an  infrastructure  fund  is  that 
it  lies  in  the  national  interest,  first  by  promoting  the  growth  of 
strong  trading  relationships  between  ourselves  and  developing 
countries,  and  second,  by  promoting  and  supporting  commercial 
and  economic  benefit  to  the  United  States.  As  to  promoting  the 
growth  of  strong  trading  relationships,  we  need  to  recognize  that 
the  developing  countries  which  are  most  acutely  in  need  of  a  mod- 
em physical  infrastructure  are  those  middle  income  developing 
countries  which  are  of  important  commercial  and  strategic  interest 
to  the  United  States. 

Yet,  under  the  present  economic  assistance  program  we  graduate 
these  countries  just  as  their  economies  are  taking  off.  No  other  aid 
program  does  this.  An  infrastructure  fund  would  expand  our  trad- 
ing relationships  as  our  economic  relations  move  to  one  of  greater 
reciprocal  benefit. 

The  other  way  an  infrastructure  fund  would  be  in  the  national 
interest  is  by  supporting  critical,  high  value  added  U.S.  jobs.  Every 
other  major  aid  program  supports  its  national  economic  interests 
by  assisting  its  firms  to  capture  these  important  infrastructure 
projects:  power,  telecommunications,  transportation,  and  water. 
These  are  the  sectors  that  provide  nonmilitary  technological  leader- 
ship to  our  economy.  Fifteen  years  ago,  we  dominated  these  mar- 
kets internationally,  but  because  of  a  lack  of  a  level  playing  field, 
we  have  seen  our  position  eroded  to  the  extent  that  there  are  now 
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major  infrastructure  markets  in  the  developing  world  without  any 
significant  U.S.  commercial  presence. 

The  lack  of  a  level  playing  field  has  had  devastating  con- 
sequences. Our  foreign  competitors  have  been  able  to  draw  upon 
the  support  of  their  governments  using  their  aid  programs  to  offer 
significantly  lower  prices  for  major  projects  than  have  American 
firms.  Since  our  firms  have  not  had  access  to  comparable  programs 
of  concessional  or  very  low  cost  financing,  American  firms  have 
been  severely  disadvantaged. 

To  the  developing  country,  the  issue  is  one  of  stretching  their  fi- 
nancial resources  as  far  as  possible,  for  their  needs  are  almost  infi- 
nite. For  U.S.  firms,  it  has  meant  that  quality  is  not  the  prime  con- 
sideration, that  pricing  is,  and  we  have  been  losing  on  that  basis. 
An  infrastructure  fund  of  significant  size  would  help  to  redress  this 
imbalance  and  assist  U.S.  firms  by  being  internationally  competi- 
tive while  assisting  these  countries  to  develop. 

How  would  such  a  fund  operate?  I  do  not  believe  that  AID  can 
effectively  run  such  a  program.  Over  the  last  decade  it  has  lost  its 
engineering  capability  and  many  of  its  capital  projects  personnel 
from  the  earlier  days.  But  more  fundamentally,  AID  is  not  cul- 
turally attuned  to  supporting  such  an  effort,  but  rather  to  imple- 
menting the  basic  human  needs  mandate  of  the  1970's.  Its  profes- 
sionals are  hard  working  and  committed  to  that  process,  but  not 
to  working  with  the  business  community  and  not  to  assisting  U.S. 
commercial  objectives,  even  if  there  is  also  a  developmental  benefit. 

Consequently,  I  would  strongly  urge  that  such  a  fund  and  the  au- 
thority and  funding  necessary  to  undertake  this  program,  be  orga- 
nized as  a  second  window  in  the  Trade  and  Development  Agency, 
a  lean  agency  which  is  flexible  in  nature  and  responsive  to  the 
needed  balance  between  developmental  objectives  and  U.S.  com- 
mercial benefit.  This  is  also  the  position  of  GEE,  the  Coalition  for 
Employment  through  Exports,  which  is  a  coalition  of  American  ex- 
porters active  on  this  issue. 

One  last  point  before  I  close.  We  recognize  that,  even  with  a  sig- 
nificantly sized  program,  we  cannot  expect  to  match  the  level  of  re- 
sources of,  say,  the  Japanese  program  for  this  purpose.  Con- 
sequently, the  program  cannot  wholly  fund  projects,  as  AID  has 
historically.  The  fund  will  need  to  be  managed  with  two  guiding 
principles,  to  facilitate  the  host  country  in  financially  packaging 
sound  developmental  projects,  and  second,  to  leverage  to  the  maxi- 
mum extend  possible  United  States  presence  in  the  project. 

PREPARED  STATEMENT 

Mr.  Chairman,  I  applaud  your  effort  to  consider  major  reforms 
to  our  economic  assistance  program.  Our  recommendation,  if  au- 
thorized and  funded  at  a  meaningful  level,  would  significantly  as- 
sist U.S.  commercial  interests  compete  in  major  infrastructure 
markets  throughout  the  developing  world. 

Thank  you. 

Senator  Leahy.  Thank  you  very  much,  Mr.  Hardy. 

[The  statement  follows:] 
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Statement  of  John  Hardy,  Jr. 

My  name  is  John  Hardy  Jr.  I  am  Director,  Corporate  Development  and  Finance 
for  Brown  &  Root,  Inc.  Brown  &  Root  is  one  of  the  largest  international  engineering 
and  construction  companies  in  the  world.  A  wholly  owned  subsidiary  of  the  Halli- 
burton Co.,  Brown  &  Root  employs  over  50  thousand  employees  ana  last  year  had 
revenues  of  approximately  $3.8  oillion,  serving  diverse  industrial  companies  and 
government  clients  in  approximately  60  countries  around  the  world. 

It  is  a  pleasure  for  me  to  appear  today  before  this  Subcommittee  to  discuss  the 
U.S.  economic  assistance  program  and  how  it  might  be  reformed.  I  have  spent  the 
last  twelve  years  in  close  association  with  our  bilateral  aid  program,  six  years  as 
the  Deputy  Director  of  the  Trade  and  Development  Agency,  during  which  period  of 
time  I  was  also  the  Acting  Director  for  two  years,  and  over  two  years  in  A.I.D.,  be- 
fore joining  Brown  &  Root  four  years  ago. 

As  requested,  I  would  particularly  like  to  concentrate  on  the  role  U.S.  economic 
and  commercial  interests  should  play  in  a  revitalized  foreign  aid  program. 

Foreign  aid  plays  a  vital  and  meaningful  role  in  the  conduct  of  American  foreign 
policy.  It  is  a  reflection  of  the  generosity,  concern  and  humanitarian  spirit  of  the 
American  people,  in  reaching  out  to  the  poorer  and  less  advantaged  people  around 
the  world,  to  assist  them  in  their  efforts  to  improve  their  economic  well  being. 

Foreign  aid  is  also  a  significant  element  in  the  maintenance  of  U.S.  security  con- 
siderations. It  often  serves  as  a  tangible  reflection  of  U.S.  commitments,  cementing 
relationships  promoted  for  political  and  military  reasons. 

What  is  not  reflected  in  the  U.S.  foreign  aid  program,  contrary  to  the  aid  program 
of  virtually  every  other  developed  country,  is  any  recognition  that  U.S.  economic  and 
commercial  well  being  and  our  economic  assistance  objectives  are  mutually  support- 
ive. The  most  important  contribution  the  U.S.  can  make  to  economic  progress  in  de- 
veloping countries  lies  in  our  own  growth  and  economic  vitality.  A  strong  U.S.  econ- 
omy generates  increased  markets  for  developing  country  exports.  The  greater  the 
trading  relationship  the  U.S.  has  with  countries  that  are  developing,  the  more  ro- 
bust their  economies  will  be  and  the  more  quickly  they  will  grow. 

What  is  also  not  reflected  in  our  foreign  aid  program  is  a  recognition  that  aid 
funds  are  uniquely  able  to  assist  both  sides  of  this  economic  equation — strengthen- 
ing high  value  jobs  and  export  competitiveness  in  the  United  States  while  support- 
ing critical  infrastructure  projects  necessary  to  the  economic  expansion  of  so  many 
developing  countries. 

Our  economic  assistance  program  has  minimized  the  commercial  benefits  accruing 
to  the  U.S.  economy  from  critical  developing  country  markets.  Moreover,  our  foreign 
aid  program  has  specifically  neglected  U.S.  commercial  interests  in  addressing  the 
physical  infrastructure  needs  of  developing  countries,  with  the  result  that  U.S.  firms 
nave  been  disadvantaged  by  our  competitors  using  their  government's  aid  programs 
to  capture  important  projects  and  protect  high  value  jobs  which  fifteen  years  ago 
would  have  been  American. 

The  premises  underljdng  our  aid  program  are  out  of  balance.  U.S.  economic  assist- 
ance must  become  part  of  the  U.S.  response  to  changing  economic  interests  around 
the  world.  The  context  for  foreign  aid  is  changing — concerns  about  U.S.  economic 
competitiveness  are  mounting.  U.S.  foreign  aid  must  operate  in  concert  with  the  na- 
tional interest.  A  strong  vibrant  American  economy  able  to  compete  on  equal  footing 
for  major  capital  projects  in  the  developing  world  will  better  assist  ana  support  a 
strong  foreign  policy  and  a  prominent  position  for  the  U.S.  internationally. 

I  do  not  believe  that  the  U.S.  can  afford  a  foreign  assistance  program  which  so 
readily  neglects  U.S.  economic  interests.  U.S.  economic  assistance  must  be  restruc- 
tured to  give  appropriate  weight  to  U.S.  economic  interests  as  well  as  balance  im- 
portant humamtarian  and  security  considerations.  And  I  do  not  believe  that  the 
other  two  considerations  need  be  compromised  in  order  that  U.S.  commercial  inter- 
ests be  recognized  and  supported. 

How  can  we  redress  this  structural  inbalance? 

By  establishing  a  capital  projects  or  infrastructure  fund  of  significant  size  that 
will  balance  sound  developmental  objectives  and  simultaneously  promote  and  sup- 
port high  value — added  jobs  in  the  U.S. 

Why  do  we  need  an  infrastructure  fund  in  our  economic  assistance  program? 

First,  it  addresses  important  developmental  needs  which  are  not  now  being  ad- 
dressed by  the  existing  economic  assistance  program.  Adequate  power,  telecommuni- 
cations systems,  rail  systems,  airports  and  road  systems,  water  supply  and  sewerage 
systems,  and  the  like,  are  all  in  critical  need  in  the  developing  world.  The  absence 
of  basic  physical  infrastructure  is  constraining  the  capability  of  these  countries  to 

frow.  They  cannot  develop  if  they  lack  power  with  which  to  manufacture  goods  and 
eep  the  lights  on  in  the  workplace,  or  if  buyers  cannot  communicate  wi5i  sellers; 
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they  cannot  export  if  they  lack  airfields  and  ports  to  physically  move  their  goods 
out  of  the  country. 

Yet,  by  its  own  figures,  in  1992,  only  6.6  per  cent  of  the  budget  for  A.I.D.  went 
to  infrastructure  projects,  continuing  a  steady  decrease  in  the  allocation  of  economic 
assistfince  funds  to  infrastructure  projects  over  the  past  decade,  from  19.7  percent 
in  1984  to  10  percent  in  1990  and  8.9  percent  in  1991. 

A.I.D.  has  consistently  sought  to  minimize  the  use  of  economic  assistance  funds 
for  infi-astructure  projects,  restricting  such  funding  essentially  to  Egypt,  where  ESF 
funds  are  so  plentiful  that  they  cannot  be  obligated  without  resort  to  the  funding 
of  a  few  such  projects.  Even  though  infi-astructure  project  funding  is  permissible  in 
ovu-  aid  program,  the  "New  Directions"  mandate  of  the  early  1970's  has  led  our  bilat- 
eral aid  program  away  fi*om  capital  projects.  A.I.D.  no  longer  considers  infi-astruc- 
tiu-e  projects  a  development  priority. 

Even  in  Eastern  Europe,  where  the  developmental  needs  of  the  region  particularly 
lend  themselves  to  infi-astructure  project  lending,  A.I.D.  cannot  bring  itself  to  em- 
brace the  concept.  Eastern  Europe  is  not  the  developing  world.  It  is  a  region  in  a 
40  year  time  warp,  with  countries,  as  sophisticated  in  tne  1940's  as  their  Western 
European  counterparts,  economically  fi-ozen  in  time,  with  no  new  infi-astructure  or 
technological  development  since  the  Communists  took  control.  The  radical  political 
transformation  of  tne  region  opened  up  not  only  their  political  systems  but  also 
their  economies,  instantly  creating  brand  new  markets  wnich  in  turn  were  quickly 
to  be  shaped  and  captured  by  the  first  firms  that  aggressively  assisted  these  coun- 
tries. 

If  ever  there  was  an  opportunity  for  an  assistance  program  led  by  the  business 
community  this  was  it.  Yet,  the  U.S.  aid  program  has  virtually  ignored  major  infra- 
structure projects  and  instead  generated  numerous  small  scale  initiatives — studies, 
short  term  technical  assistance,  small  pilot  projects,  etc.  While  most  are  helpful  to 
these  countries,  the  overall  impact  is  disjointed,  politically  of  little  visibility  and 
commercially  of  relatively  modest  benefit  to  U.S.  nrms.  Rather  than  working  with 
and  enlisting  the  support  of  the  business  community,  A.I.D.  has  generated  its  pro- 
grams in  isolation,  according  to  its  own  definition  of  what  assistance  these  countries 
need.  Our  trade  competitors  have  been  more  aggressive  in  taking  steps  to  provide 
economic  assistance  that  helps  the  recipient  countries  while  additionally  helping 
their  firms  shape  these  new  markets  so  that  they  can  receive  maximum  benefit  from 
these  new  commercial  opportunities.  For  too  many  American  firms  their  foreign 
competition  is  utilizing  their  countiVs  aid  to  establish  themselves  in  these  new  mar- 
kets and  in  so  doing  establish  standards  and  equipment  specifications  for  these  mar- 
kets which  will  leave  American  firms  with  longstanding  competitive  disadvantages. 

But  our  narrow  definition  of  what  constitutes  development  is  not  followed  by 
other  developed  countries.  In  every  other  major  aid  program,  capital  projects  rep- 
resent a  major  component  of  the  assistance  provided.  For  example,  in  1991,  well 
over  half  of  the  Japanese  and  Italian  aid  programs  supported  capital  projects.  That 
same  year,  over  one  third  of  the  German  and  U.K.  programs  were  devoted  to  infra- 
structure projects.  Why  is  this  the  case?  Obviously,  they  consider  the  funding  of  in- 
frastructure projects  to  serve  a  legitimate  developmental  purpose. 

The  example  of  our  East  European  aid  program  underscores  how  difBcult  it  is  for 
A.I.D.  to  be  responsive  to  U.S.  commercial  interests.  A.I.D.  cannot  make  this  trans- 
formation itself:  Instead,  what  is  necessary  is  legislation  enunciating  a  more  bal- 
anced set  of  premises  underlying  our  approach  to  economic  assistance— enabling  the 
U.S.  to  provide  significant  and  meaningful  assistance  to  the  developing  world  while 
promoting  high  value  U.S.  jobs  and  U.S.  competitiveness  overseas. 

A  second  reason  for  establishing  a  significant  infrastructure  fund  in  the  U.S.  eco- 
nomic assistance  program  is  that  it  serves  the  national  economic  interest  of  the 
country — first,  by  promoting  the  growth  of  strong  trading  relationships  between  our- 
selves and  developing  countries,  and  secondly,  by  promoting  and  supporting  high 
value-added  jobs  in  the  United  States. 

The  need  for  infrastructure  expansion  and  upgrade  is  particularly  acute  among 
those  more  advanced  developing  countries  which  are  important  commercial  and 
strategic  partners  of  the  United  States.  Many  of  these  countries  indeed  prefer  as- 
sistance in  the  form  of  capital  equipment  and  "high-tech"  technical  assistance,  as 
A.I.D.  itself  has  admitted  in  testimony  before  the  Congress.  (Statement  of  R.  Brown, 
Assistant  Administrator  for  PPC,  A.I.D.,  before  the  Foreign  Operations  Subcommit- 
tee of  the  Foreign  Affairs  Committee  of  the  House  of  Representatives.) 

Our  government  needs  to  promote  the  expansion  of  trading  relationships  with 
these  countries.  Instead,  A.I.D.  "graduates"  them,  just  as  their  economies  are  begin- 
ning to  take  off,  so  that  we  as  a  country  are  reducing  the  breadth  of  our  economic 
and  commercial  relationship  with  them  precisely  at  the  time  when  their  markets 
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are  creating  more  opportunities  for  Americans  to  benefit  commercially  and  their  eco- 
nomic well  Deing  makes  them  more  important  to  the  United  States  strategically. 

Our  trade  competitors  recognize  the  value  of  these  trading  relationships  and  use 
their  economic  assistance  programs  to  promote  their  trading  interests.  70  percent 
of  the  Japanese  aid  program  is  concentrated  in  Asia,  where  all  of  their  most  impor- 
tant developing  country  markets  are  located.  By  contrast,  1  percent  or  less  of  U.S. 
economic  assistance  funding  goes  to  our  top  developing  country  markets  (Mexico, 
Korea,  Brazil,  Venezuela  and  China).  And  of  our  top  eight  aid  recipients  in  fiscal 
year  1991,  (each  having  combined  DA  and  ESF  of  approximately  $100  million  or 
more),  only  one — Israel — was  among  our  top  25  traaing  partners  (24th)  for  that 
year. 

The  contrast  between  the  country  allocation  priorities  of  our  economic  assistance 
program  and  that  of  other  countries  is  striking.  It  underscores  the  absolute  lack  of 
consideration  given  to  enhancing  our  trading  relationships  through  our  economic  as- 
sistance program — for  either  our  own  economic  benefit  or  that  of  our  trading  part- 
ners— even  though  it  is  in  our  overall  strategic  interest  to  strengthen  these  ties.  In- 
stead of  merely  severing  our  assistance  relationship  as  these  countries  reach  a  cer- 
tain per  capita  growth,  we  need  to  be  restructuring  our  economic  relations  so  that 
they  are  of  greater  mutual  benefit — and  assistance  in  infrastructure  development  is 
an  important  element  in  that  process. 

The  other  way  in  which  a  significant  infrastructure  fund  would  serve  the  national 
economic  interest  of  the  country  is  by  supporting  high  value-added  American  jobs. 
All  of  our  trading  competitors  use  their  aia  programs  to  promote  their  economic  in- 
terests. Why  does  the  United  States  insist  on  a  foreign  aid  program  that  minimizes 
the  benefit  to  American  workers  when  our  trading  competitors  nave  recognized  that 
they  can  help  their  own  workers  and  their  own  exporters  while  simultaneously  help- 
ing developing  countries  build  needed  infrastructure.  We  should  not;  in  fact  we 
should  insist  on  the  opposite — an  economic  assistance  program  that  helps  U.S. 
workers  and  provides  jobs  while  assisting  the  developing  world.  Doing  well  in  these 
markets  while  providing  these  important  developmental  benefits  would  significantly 
increase  exports  of  capital  equipment  and  services,  create  new  high-value  jobs  do- 
mestically, and  contribute  to  a  reduction  in  the  trade  deficit. 

Over  the  last  15  years,  the  developing  world,  particularly  the  middle  income  de- 
veloping countries,  has  come  to  represent  a  very  significant  export  market  for  the 
United  States.  More  fundamentally,  the  middle  income  developing  countries,  with 
growth  rates  averaging  several  times  higher  than  those  of  our  domestic  market,  are 
the  frontline  markets  for  critical  high  tech  industries — such  as  power  generation, 
those  in  the  telecommunications  sector  and  those  in  much  of  the  transportation  sec- 
tor. Conceptually,  the  firms  that  establish  themselves  in  these  markets  generate  the 
revenues  with  which  to  continue  to  make  technological  improvements  which,  in 
turn,  give  them  an  advantage  in  competing  for  opportunities  in  the  developed  coun- 
try markets. 

U.S.  dominance  in  these  sectors  in  the  international  marketplace,  so  evident  in 
the  1950's,  1960's,  and  early  1970's,  has  steadily  eroded  since  then,  due  to  the  in- 
ability of  American  firms  to  compete  successfully  in  these  developing  country  mar- 
kets. This  has  led  to  a  significant  loss  in  U.S.  market  share  in  these  industries,  and, 
in  turn,  to  a  loss  of  much  of  the  U.S.'s  technological  superiority. 

U.S.  firms  have  had  such  difficulty  largely  because  of  the  "uneven  playing  field" 
phenomenon.  Our  foreign  competitors  have  been  able  to  draw  upon  the  support  of 
their  governments  to  create  subsidized  financing,  mixing  funds  irom  their  aid  pro- 
grams at  concessional  rates  with  export  credit  financing  from  their  version  of  the 
Export-Import  Bank  ("mixed  credits  ),  utilizing  tied  aid  and  other  government  pro- 
grams such  as  free  or  heavily  subsidized  feasibility  studies  and  conceptual  engineer- 
ing, to  provide  preferred  positions  for  their  firms.  These  efforts  have  been  highly 
successful  and  placed  American  firms  throughout  this  period  at  a  significant  com- 
petitive disadvantage. 

While  efforts  have  been  made  to  bring  these  practices  under  control,  two  points 
should  be  noted.  First,  where  governments  are  actively  prepared  to  support  the  com- 
mercial interests  of  their  own  country's  firms,  recognizing  the  beneficial  impact  on 
employment  and  their  balance  of  trade,  new  mechanisms  will  constantly  be  devel- 
oped to  continue  to  provide  an  advantage  to  their  firms.  This  is  unfortunate  news 
for  American  firms  whose  government  has  been  unwilling  to  grasp  the  gravity  of 
the  situation  and  proactively  support  U.S.  firms  overseas. 

Second,  no  effort  has  yet  been  made  to  arrive  at  any  international  consensus  re- 
garding the  appropriate  purposes  to  which  economic  assistance  funding  should  be 
allocated.  Accordingly,  the  U.S.  unwillingness  to  allocate  funds  to  support  infra- 
structure projects  has  placed  U.S.  firms  at  a  considerable  disadvantage  since  eco- 
nomic assistance  funding  serves  as  a  continuing  means  by  which  governments  of  our 
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foreign  competitors  continue  to  advantage  their  firms.  A  restructured  and  reformed 
economic  assistance  program,  in  which  the  interests  of  IJ.S.  workers  is  taken  into 
account  would  serve  to  significantly  redress  this  imbalance,  and  allow  American 
firms  to  once  again  compete  on  the  basis  of  quahty  and  technological  prowess. 

Two  other  considerations  support  the  restructvuing  of  U.S.  economic  assistance. 
A  capital  projects  or  infrastructure  fiind  can  be  established  without  sacrificing  ei- 
ther numanitarian  assistance  or  critical  security  needs.  A  significant  portion  of  our 
foreign  aid  is  provided  in  the  form  of  cash  transfers,  checks  written  on  the  U.S. 
Treasury  for  which  there  is  no,  or  negligible,  return  to  the  U.S.  economy.  Why  can- 
not we  offer,  instead  of  checks,  capital  projects  or  critical  elements  of  those  projects 
as  our  trading  competitors  do?  The  security  objective  of  financial  assistance  to  the 
country  remains  the  same,  merely  the  form  changes. 

What  we  must  recognize  is  that  economic,  hvunanitarian  and  strategic  consider- 
ations are  compatible.  They  need  not  be  in  conflict  as  appears  to  be  the  case  now, 
but  can  co-exist  and  even  be  mutually  supporting  if  there  is  the  recognition  that 
each  of  these  objectives  is  a  priority. 

A  second  consideration  supporting  a  reforming  of  the  aid  program  is  that  a  foreign 
aid  program  based  on  new  realities,  that  is  perceived  to  benefit  U.S.  firms  and 
American  jobs  as  it  supports  developmental  objectives  overseas,  will  generate  in- 
creased budgetary  support  which  will  arrest  the  erosion  in  the  overall  foreign  assist- 
ance budget.  It  has  become  quite  evident  over  the  last  decade  that  as  the  American 
people  have  seen  fewer  benefits  to  the  U.S.  economy  fix)m  our  foreign  aid  program, 
the  support  for  these  programs  has  dissipated.  Support  for  the  aid  program  has  be- 
come narder  to  assemble  in  Congress,  because  there  is  a  recognition  that  the 
present  program,  the  program  developed  over  the  last  two  decades,  is  fundamentally 
out  of  balance  with  the  economic  reality  confronted  by  an  overwhelming  number  of 
Americans. 

As  Americans  we  would  like  to  believe  that  the  U.S.  can  and  should  continue  to 
support  the  world's  poor,  continue  to  feed  and  assist  those  who  suffer  so  much 
around  the  world.  But  we  are  also  well  aware  that  Americans  are  struggling  to 
make  ends  meet,  that  our  standard  of  living  is  not  secure,  that  our  international 
competitiveness  is  in  doubt,  and  that  we  can  no  longer  support  an  aid  program  with- 
out seeing  more  benefit  return  to  the  U.S.  economy.  A  reformed  economic  assistance 
program,  more  sensitive  to  the  generation  of  American  jobs  and  our  international 
competitiveness,  will  attract  the  support  necessary  for  its  continued  expansion. 

How  would  an  infrastructure  fiind  operate? 

A.I.D.  itself  admits  that  over  the  last  decade  the  portion  of  the  bilateral  aid  pro- 
gram devoted  to  capital  projects  has  steadily  decreased;  with  that  decrease  there 
has  been  a  steady  loss  of  engineering  capability  and  of  the  professionals  experienced 
with  capital  projects.  Consequently,  A.I.D.  now  lacks  the  base  of  skilled  and  experi- 
enced people  to  technically  implement  a  capital  projects  program. 

More  fundamentally,  A.I.D.  is  now  an  agency  culturally  attuned  to  developing  and 
implementing  the  Basic  Human  Needs  mandate  that  has  characterized  U.S.  foreign 
assistance  since  the  1970's.  Its  professionals  are  competent  and  hard-working,  and 
there  is  a  high  level  of  commitment  on  their  part  to  the  humanitarian  nature  of 
those  programs.  Unfortunately,  though,  there  also  exists  in  A.I.D.  a  visceral  reluc- 
tance to  work  with  the  business  community,  as  if  infrastructure  projects  somehow 
taint  the  economic  assistance  effort.  This  attitude,  so  prevalent  among  the  career 
professionals,  makes  it  extremely  difficult  to  see  how  A.I.D. ,  even  if  given  the  man- 
date, could  enthusiastically  carry  out  such  a  function. 

Consequently,  I  would  strongly  urge  that  an  infi-astructure  fund  and  the  authority 
and  funmng  necessary  to  undertake  such  a  program  be  moved  outside  of  A.I.D.  and 
organized  as  a  second  window  in  the  Trade  and  Development  Agency,  another  agen- 
cy implementing  part  of  the  U.S.  economic  assistance  program.  TDA  is  a  lean,  high- 
ly effective  agency  which  has  shown  itself  to  have  the  responsiveness,  flexibility  and 
willingness  to  work  with  the  business  community  in  a  balanced  effort  to  extend  de- 
velopment assistance  while  promoting  the  competitiveness  of  U.S.  firms  in  major 
overseas  markets. 

This  recommendation  is  also  the  position  being  taken  by  the  Coalition  for  Employ- 
ment through  Exports,  CEE,  an  association  of  major  exporters,  many  of  whom  nave 
worked  with  A.I.D.  over  the  last  decade  or  more  to  encourage  the  development  of 
programs  more  supportive  of  U.S.  commercial  interests.  We  believe  that  an  infra- 
structure program  in  the  Trade  and  Development  Agency  makes  better  sense,  will 
be  more  efficient  in  its  use  of  government  funds  and  will  better  achieve  the  devel- 
opmental and  commercial  objectives  we  seek. 

In  light  of  the  severely  constrained  budgetary  situation,  the  business  community 
recognizes  that  even  under  a  reformed  aid  program  funds  allocated  to  infrastructure 
projects  cannot  match  funding  directed  to  that  purpose  by  some  of  our  export  com- 
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petitors,  most  notably  the  Japanese.  Yet  even  with  modest  funding  devoted  to  infra- 
structure projects  significant  results  can  be  achieved  if  used  to  leverage  other  avail- 
able fiinding  to  support  U.S.  participation  in  these  projects. 

It  should  not  be  the  practice  of  this  fiind,  as  has  been  traditional  in  A.I.D.,  to  fi- 
nance a  project  entirely  from  assistance  funds,  but  rather  to  manage  the  funds  for 
developmentally  sound  projects  so  as  to  maximize  the  additionality  of  the  funds  both 
in  terms  of  assembling  the  financing  for  the  project  so  that  it  can  go  forward  and 
in  terms  of  facilitating  the  participation  of  U.S.  firms  not  only  in  the  portion  of  the 
project  funded  by  aid  monies  but  also  in  other  parts  of  the  project. 

Let  me  give  one  example.  Several  years  ago  A.I.D.  contributed  $190  million  to  a 
$800  million  power  project  in  Egypt.  With  those  fiinds  a  prominent  U.S.  firm,  which 
shall  go  unnamed  since  it  was  not  Brown  &  Root,  was  selected  as  project  manager. 
Their  presence  encouraged  the  Egyptians  to  award  other  parts  of  the  project  to  U.S. 
firms  with  the  result  that  the  project  generated  about  $500  million  in  U.S.  exports. 
As  importantly,  the  American  project  manager  also  played  a  critical  role  in  assisting 
the  Egyptian  Government  assemble  the  rest  of  the  financing  package  so  that  the 
project  itself  could  go  forward.  So  certainly  an  infrastructure  nind,  properly  man- 
aged, can  generate  many  times  in  U.S.  exports  the  size  of  the  assistance  fiands  allo- 
cated to  these  projects.  And  as  importantly,  the  fund  can  assist  the  financial  packag- 
ing of  these  developmental  projects  so  that  they  can  move  from  the  drawing  board 
to  providing  the  benefits  so  needed  by  the  developing  world. 

Mr.  Chairman,  you  are  to  be  congratulated  on  undertaking  this  effort  to  consider 
reforms  to  the  U.S.  foreign  aid  program.  It  has  long  been  an  important  element  in 
American  foreign  policy,  out  one  that  is  increasingly  out  of  balance.  To  underscore 
one  fundamental  points— economic,  humanitarian  and  strategic  considerations  are  in- 
deed compatible.  They  form  the  basis  of  every  other  significant  aid  program  but 
ours — to  the  severe  detriment  of  U.S.  international  economic  interests.  We  can  con- 
struct an  economic  assistance  program  that  redresses  the  present  imbalance  and  as- 
sists U.S.  workers  and  high  value-added  jobs  in  the  United  States  as  we  assist  our 
new  trading  partners  to  develop.  An  infrastructure  fund  of  some  significance  will 
be  a  major  step  in  that  direction. 

OPENING  STATEMENT  OF  TOM  CAROTHERS 

Senator  Leahy.  Mr.  Carothers. 

Mr.  Carothers.  Mr.  Chairman,  Senator  McConnell,  I  thank  you 
for  the  invitation  to  speak  at  this  hearing.  I  will  address  the  sub- 
ject of  U.S.  foreign  aid  in  the  promotion  of  democracy  abroad. 

My  initial  remarks  will  cover  a  number  of  framework  issues  con- 
cerning democracv  promotion.  I  will  then  focus  on  one  major  reform 
I  believe  should  be  made  in  the  U.S.  democracy  assistance  effort. 

The  current  international  political  context  is  favorable  to  the 
pursuit  bv  the  United  States  of  democracy  promotion  abroad.  The 
demise  of  the  Soviet  Union  has  released  U.S.  foreign  policy  from 
its  long  preoccupation  with  fighting  communism,  clearing  the  field 
for  greater  attention  to  democracy  promotion. 

The  end  of  the  cold  war  has  also  greatly  reduced  ideological  ten- 
sions in  the  developing  world  and  made  countries  more  receptive 
to  external  political  assistance.  And  the  growing  global  trend  to- 
ward democracy  of  recent  years  has  presented  clear,  and  in  many 
cases,  urgent  opportunities  for  the  United  States  to  help  other 
countries  to  achieve  their  democratic  aspirations. 

The  interest  of  the  United  States  in  promoting  democracy  abroad 
are  several  and  they  are  significant.  First,  promoting  democracy  is 
in  the  strategic  interest  of  the  United  States,  given  that  democratic 
countries,  on  the  whole,  are  more  peaceful  than  nondemocratic 
countries  and  more  likely  to  share  values  and  interests  with  the 
United  States. 

Second,  democracy  promotion  is  in  the  economic  interest  of  the 
United  States  due  to  the  fact  that  there  is  a  general  positive  inter- 
relation between  democratic  development  and  economic  develop- 
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ment  and  that  it  is  generally  favorable  to  the  United  States  when 
developing  countries  succeed  economically. 

Third,  democracy  promotion  is  in  the  morale  interest  of  the 
United  States.  We  believe  in  democracy  and  we  believe  that  help- 
ing others  become  democratic  is  inherently  the  right  thing  to  do. 

I  wish  to  sound  a  cautionary  note  here.  In  thinking  about  democ- 
racy promotion,  we  must  be  careful  not  to  assume  that  what  is 
right  is  necessarily  possible.  Democratic  development  is  usually  a 
slow,  difficult  task  and  it  is  rare  that  external  assistance  has  any 
dramatic  or  immediate  effect  on  such  a  process. 

We  must  strive  not  to  burden  democracy  promotion  efforts  with 
unrealistic  expectations  and  to  maintain  a  strong  sense  of  humility 
about  the  task  of  attempting  to  influence  the  political  destiny  of 
other  nations. 

There  are  four  basic  types  of  democracy  assistance.  The  first  is 
assistance  to  strengthen  or  render  more  democratic  the  governing 
institutions  of  a  country,  the  legislative,  the  executive  branch  and 
the  judicial  system. 

The  second  type  is  political  process  work  aimed  at  developing  a 
functioning  multiple  party  electoral  system. 

Third  is  civic  society  work,  that  is  developing  and  strengthening 
the  intermediary  civic  organizations  that  make  up  the  important 
middle  strata  of  a  democratic  society. 

Fourth,  there  is  assistance  which  seeks  to  promote  the  idea  of  de- 
mocracy itself. 

The  present  conjunction  of  a  new  administration  in  Washington 
and  the  post-cold  war  context  represents  an  important  opportunity 
to  reinvigorate  U.S.  democracy  assistance.  I  will  direct  the  remain- 
der of  my  remarks  to  one  major  reform  that  would  help  accomplish 
that  goal. 

For  a  successful  U.S.  Government  democracy  assistance  effort,  it 
is  essential  that  there  be  a  central  source  of  such  assistance,  able 
to  lead,  to  provide  bureaucratic  expertise  and  to  ensure  consistency 
over  time. 

Without  the  U.S.  Gk)vemment — and  I  am  leaving  aside  for  now 
the  National  Endowment  for  Democracy,  which  is  not  a  govern- 
ment body.  I  will  speak  about  the  Endowment  in  a  moment.  AID 
is  the  obvious  choice  to  play  such  a  role.  It  is  our  main  foreign  as- 
sistance agency  and  has  a  wide  network  of  personnel  overseas. 

Although  AID  has  been  the  main  source  of  democracy  assistance 
in  recent  years,  it  has  not  exercised  leadership  in  this  domain.  De- 
mocracy programs  are  scattered  through  the  regional  bureaus  and 
some  of  the  functional  bureaus  at  AID.  AID  has  approached  democ- 
racy assistance  only  haltingly,  reflecting  a  strong  reluctance  to 
break  away  from  its  traditional  roots  as  an  economic  development 
organization. 

To  render  U.S.  democracy  assistance  more  effective,  I  recommend 
a  single  over-arching  reform,  that  a  Bureau  for  Democracy  Pro- 
motion be  established  at  AID  with  the  authority  over  the  design, 
implementation  and  evaluation  of  all  democracy  programs  at  AID. 

The  creation  of  the  Bureau  for  Democracy  Promotion  will  permit 
real  leadership  at  AID  and  democracy  assistance.  A  single  visible 
assistance  administration  would  have  democracy  assistance  as  his 
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or  her  sole  mandate.  A  central,  easily  identifiable  budget  for  de- 
mocracy programs  would  exist. 

Persons  working  on  democracy  programs  would  work  side  by 
side,  facilitating  communication  and  the  development  of  expertise. 
The  creation  of  a  Democracy  Bureau  would  help  solve  two  problems 
regarding  AID's  procedures. 

First,  as  is  well  know,  AID's  procedures  are  cumbersome  and 
time  consuming.  Democracy  assistance  requires  agility  to  cease  op- 
portunities in  rapidly  shifting  political  terrains.  Such  agility  is  not 
possible  in  the  current  situation. 

Second,  AID's  procedures  were  designed  for  economic  assistance, 
not  democracy  assistance.  Yet  democracy  assistance  differs  greatly 
from  economic  assistance.  It  moves  at  a  difference  pace.  It  takes 
very  different  forms.  It  is  more  subjective  in  its  efforts  and  tends 
to  be  more  experimental  in  design. 

Because  of  these  differences,  forcing  democracy  assistance 
through  the  bureaucratic  sieve  established  for  economic  assistance 
does  not  work  well.  Creating  a  Democracy  Bureau  would  draw  de- 
mocracy assistance  out  of  the  procedural  framework  for  economic 
programs  and  allow  the  development  of  new,  more  appropriate  pro- 
cedures. 

I  believe  this  institutional  reform  would  significantly  improve 
U.S.  Grovemment  democracy  assistance  efforts. 

I  wish  to  close  by  very  briefly  mentioning  the  National  Endow- 
ment for  Democracy.  The  existence  of  a  national  endowment  does 
not  obviate  the  need  for  a  strong  central  source  of  democracy  as- 
sistance in  the  Government. 

The  endowment  is  much  smaller  than  AID's  democracy  assist- 
ance taken  as  a  whole.  The  endowment,  with  its  four  core  guaran- 
tees, tends  to  emphasize  particular  sectors  such  as  political  parties, 
election  work,  labor  unions,  and  economic  policy  organizations. 

More  generally,  the  endowment,  as  it  is  supposed  to  be,  is  signifi- 
cantly independent  from  the  Government.  If  democracy  promotion 
is  to  be  a  priority  of  U.S.  foreign  policy,  at  least  some  proportion 
of  U.S.  democracy  assistance  should  be  directed  by  the  Government 
itself. 

In  parallel  fashion,  the  establishment  of  a  Bureau  for  Democracy 
Promotion  at  AID  would  not  obviate  the  need  for  the  National  En- 
dowment. As  a  nongovernment  body,  the  Endowment  is  able  to 
carry  out  certain  important  types  of  democracy  assistance  that  are 
diplomatically  unfeasible  for  the  U.S.  Government  to  undertake. 

PREPARED  STATEMENT 

More  generally,  the  endowment  and  its  core  guarantees  have  de- 
veloped impressive  expertise  and  a  successful  track  record  in  de- 
mocracy assistance  work.  The  Endowment  serves  an  important 
complementary  role  to  U.S.  Government  democracy  assistance,  a 
role  that  will  only  increase  in  importance  as  U.S.  Government  de- 
mocracy assistance  is  strengthened  in  the  years  to  come. 

Thank  you. 

[The  statement  follows:] 
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Statement  of  Thomas  Carothers 

Mr.  Chairman,  members  of  the  Subcommittee,  my  name  is  Thomas  Carothers.  I 
an  attorney  at  the  law  firm  of  Arnold  &  Porter  in  Washington,  D.C.  I  thank  you 
for  the  invitation  to  speak  at  this  hearing.  I  will  address  the  subject  of  U.S.  foreign 
aid  and  the  promotion  of  democracy  abroad.  I  have  worked  in  the  area  of  democracy 
promotion  for  a  number  of  years,  as  a  member  of  the  Latin  America  Bureau  of  the 
Agency  for  International  Development,  as  an  outside  consultant  to  the  National 
Democratic  Institute  for  International  Affairs,  and  as  a  private  attorney.  I  have  also 
written  on  the  subject,  including  a  recent  book  on  U.S.  efforts  to  promote  democracy 
in  Latin  America.  My  initial  remarks  will  cover  a  number  of  fi-amework  issues  con- 
cerning democracy  promotion.  I  will  then  focus  on  one  major  reform  I  believe  should 
be  maae  in  the  U.S.  democracy  assistance  effort. 

FAVORABLE  CONTEXT 

The  current  international  political  context  is  favorable  to  the  pursuit  by  the  Unit- 
ed States  of  democracy  promotion  abroad.  The  demise  of  the  Soviet  Union  and  the 
decline  of  Communism  have  released  U.S.  foreign  policy  fi-om  its  long-standing  pre- 
occupation with  fighting  Communism.  During  the  cold  war,  democracy  promotion  ef- 
forts by  the  United  States  often  became  entangled  with  the  perceived  necessity  of 
the  United  States  to  support  non-democratic  governments  or  leaders  for  the  sake 
of  anti-Communist  goals.  Although  there  are  still  cases  when  the  United  States, 
righljy  or  wrongly,  may  perceive  a  need  to  support  a  non-democratic  government  for 
particular  security  reasons,  in  general,  the  field  for  democracy  assistance  is  much 
clearer  than  it  was  during  the  cold  war. 

The  end  of  the  cold  war  has  also  greatly  reduced  the  concern  of  many  developing 
countries  of  becoming  pawns  in  a  global  ideological  struggle  between  external  pow- 
ers. As  a  consequence,  many  developing  countries,  although  by  no  means  all,  are 
more  open  to  the  idea  of  receiving  external  assistance  explicitly  directed  at  political 
ends.  "Hie  attitude  is  spreading  in  developing  countries  that  political  assistance  from 
the  Western  democracies  will  be  evaluated  on  its  own  terms  and  accepted  if  the  peo- 
ple of  a  country  and  their  leaders  believe  it  could  be  usefiil  to  the  country,  rather 
than  rejected  out  of  hand  as  an  attempt  at  subversion  or  domination. 

Furthermore,  the  broad  trend  toward  democracy  in  the  world  has  opened  up  many 
important  opportunities  for  democracy  assistance  by  the  United  States.  Across  East- 
em  Europe  and  the  former  Soviet  Union,  Latin  America,  Afinica  and  parts  of  Asia 
and  the  Middle  East,  people  are  trying  to  achieve  democracy.  This  democratic  trend, 
though  striking  in  its  breadth  and  rapidity,  is  nonetheless  precarious  and  poten- 
tially reversible  in  many  parts.  The  favorable  international  context  for  democracy 
assistance  by  the  United  States  is  thus  not  only  clear,  it  is  urgent. 

REASONS  TO  PROMOTE  DEMOCRACY 

The  various  interests  of  the  United  States  in  promoting  democracy  abroad  have 
been  much  discussed  in  recent  years.  I  will  accordingly  do  no  more  than  summarize 
what  I  believe  are  the  three  principal  interests. 

First,  promoting  democracy  abroad  is  in  the  strategic  interest  of  the  United 
States.  Democratic  countries,  on  the  whole,  are  more  peaceful  than  non-democratic 
countries.  In  a  post-cold  war  context  in  which  local  wars  jpresent  an  increasing 
threat  to  the  well-being  of  many  countries,  the  tendency  of  democracies  to  start 
fewer  wars  than  non-democracies  is  a  strong  reason  for  the  United  States  to  pro- 
mote democracy.  Above  and  beyond  the  factors  of  peace  and  war,  the  United  States 
generally  gets  along  better  with  democracies  than  non-democracies.  As  a  people  we 
feel  more  at  ease  in  international  settings  in  which  we  share  basic  values  with  other 
countries. 

Second,  democracy  promotion  is  in  the  economic  interest  of  the  United  States.  De- 
mocracy is  not  a  necessary  condition  of  economic  development,  and  the  achievement 
of  democracy  by  no  means  assures  that  economic  development  will  follow.  Nonethe- 
less there  is  a  general  positive  inter-relation  between  democratic  development  and 
economic  development.  Economic  development  in  other  countries  is  generally  good 
for  the  United  States,  both  in  terms  of  increasing  markets  for  U.S.  goods  and  trans- 
forming the  international  economy  into  one  in  which  U.S.  market-oriented  policies 
are  followed  by  a  majority  of  countries. 

Third,  democracy  promotion  is  in  the  moral  interest  of  the  United  States.  Ameri- 
cans prefer  a  foreign  policy  which  has  some  tangible  connection  to  a  general  sense 
of  doing  good  in  the  world  This  moral  component  of  our  international  outlook  is  a 
part  of  our  history  and  our  self-definition.  We  believe  democracy  is  the  best  political 
system  yet  created  and  that  helping  other  countries  become  democratic  is  an  inher- 
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ently  good  and  right  thing  to  do.  This  moral  component  does  not  necessarily  over- 
ride the  strategic  and  economic  components  of  our  international  outlook,  but  it  is 
a  partner  to  them. 

A  CAUTIONARY  NOTE 

Before  I  discuss  specific  types  of  democracy  assistance,  I  wish  to  inject  a  general 
cautionary  note  about  democracy  promotion.  In  thinking  about  democracy  promotion 
we  must  be  very  careful  not  to  assume  that  what  is  right  is  necessarily  what  is  pos- 
sible. The  fact  that  democracy  promotion  appears  to  be  the  right  thing  for  the  Lfnit- 
ed  States  to  do  in  many  circumstances  does  not  mean  that  the  United  States  can 
necessarilv  succeed  in  promoting  democracy  in  those  circumstances.  It  is  my  view, 
based  on  both  study  and  practice,  that  it  is  rare  for  the  United  States,  or  any  other 
country,  to  have  a  profound  effect  on  the  democratic  development  of  another  country 
through  democracy  promotion  measures.  This  is  not  to  say  that  democracy  pro- 
motion is  futile,  only  that  its  effects  are  almost  always  less  dramatic  and  immediate 
than  we  hope. 

We  must  strive  not  to  burden  democracy  promotion  efforts  with  unrealistic  expec- 
tations and  to  maintein  a  strong  sense  of  humility  about  the  tesk  of  attempting  to 
influence  the  political  destiny  of  other  nations.  And  we  must  keep  in  the  front  of 
our  minds  the  tremendous  gap  between  the  task  we  set  for  ourselves  in  the  sphere 
of  democracy  promotion  and  the  means  we  bring  to  the  tesk.  The  fact  that  the  politi- 
cal and  economic  reconstruction  of  former  East  Germany,  a  region  of  only  approxi- 
mately 17  million  people  appears  as  though  it  will  require  more  than  100  billion 
dollars  from  former  West  Germany,  should  sober  us  as  we  think  of  the  dozens  of 
countries  large  and  small  around  the  world  which  we  wish  to  help  become  demo- 
cratic. 

It  is  also  importent  to  bear  in  mind  that  democracy  assistance  carries  risks  great- 
er than  just  the  possible  ineffectiveness  of  any  given  set  of  programs.  In  some  coun- 
tries, processes  of  political  liberalization  or  democratization  have  unleashed  dan- 
gerous ethnic  and/or  nationalist  hatreds,  and  actual  wars.  Although  it  is  unlikely 
that  any  one  set  of  democracy  assistance  programs  would  cause  such  an  adverse  po- 
litical evolution,  particular  programs  may  become  associated  with  political  develop- 
ment processes  that  go  awry. 

TYPES  OF  DEMOCRACY  ASSISTANCE 

I  have  spoken  much  so  far  about  democracy  promotion  and  democracy  assistance, 
but  only  in  general  terms.  It  is  useful,  I  think,  to  describe  the  basic  types  of  democ- 
racy assistence.  I  preface  this  analysis  by  distinguishing  between  democracy  pro- 
motion and  democracy  assistence.  Democracy  promotion  is  the  complete  range  oi  ac- 
tivities that  an  entity,  such  as  the  U.  S.  Government,  can  undertake  to  promote  de- 
mocracy in  another  country.  Democracy  assistence  is  the  subset  of  those  activities 
that  involves  the  conveyance  of  financial  resources  to  persons  or  organizations  for 
the  express  purpose  of  inducing  or  empowering  those  persons  or  organizations  to  en- 
gage in  activities  that  will  promote  democracy  in  a  particular  country.  Examples  of 
democracy  promotion  activities  by  the  U.S.  Government  that  are  not  democracy  as- 
sistence include  informal  contecte  with  the  militery  of  a  country  to  encourage  it  to 
stay  out  of  politics,  expressions  of  moral  support  for  a  besieged  democratic  leader, 
and  economic  sanctions  against  a  regime  that  has  overthrown  a  democratic  govern- 
ment. I  focus  on  democracy  assistance  for  the  rest  of  this  presentation  in  accordance 
with  the  focus  of  this  hearing  on  U.S.  foreign  assistance  rather  than  on  U.S.  foreign 
policy  generally. 

Four  basic  types  of  democracy  assistance  can  be  identified.  The  first  type  of  assist- 
ance aims  to  strengthen  or  render  more  democratic  the  basic  governing  institutions 
of  a  country,  i.e.,  the  executive  branch,  the  legislature  and  the  judicial  system.  Pro- 
grams to  bolster  the  democratic  nature  of  the  police  and  the  militery  of  a  country 
also  fall  in  this  category.  Institution-building  assistance  generally  consiste  of  a  mix 
of  technical  assistence,  human  resources  training  and  material  assistance.  A  great 
variety  of  specific  goals  may  be  pursued  in  such  projecte,  such  as  decreasing  the 
time  tnat  a  judicial  system  tekes  to  process  cases,  improving  the  information-gather- 
ing abilities  of  a  legislature,  and  increasing  the  human  rights  awareness  of  internal 
security  forces. 

Political  process  work  is  the  second  tjrpe  of  democracy  assistence.  The  goal  of  such 
assistance  in  any  particular  country  is  to  foster  the  development  of  a  functioning 
multiparty  electoral  system.  Such  assistance  usually  focuses  on  the  organization  of 
particular  elections  and  may  consist  of  technical  assistance  regarding  the  drafting 
of  an  electoral  law,  material  and  technical  assistance  for  the  administration  of  the 
elections  and  the  sponsoring  of  outside  observer  groups  for  the  elections.  In  some 
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cases  political  process  work  may  also  include  assistance  to  nascent  political  parties 
to  help  them  develop  basic  skills  of  organization  and  operation.  Political  process 
work  may  also  entail  the  sponsorship  of  one  or  more  local  organizations  which  seek 
to  participate  in  the  electoral  process  as  domestic  observers. 

The  third  category  of  democracy  assistance  is  what  may  be  called  civic  society 
work.  Civic  society  work  aims  to  develop  and  stren^en  the  intermediary  organiza- 
tions that  make  up  the  important  middle  ground  in  a  democratic  society  between 
the  people  and  the  government.  The  types  of  civic  organizations  or  institutions  that 
are  commonlv  the  focus  of  such  assistance  are  the  press,  labor  unions,  human  rights 
groups,  rural  organizations,  professional  associations,  women's  groups  and  environ- 
mental groups. 

Finally,  the  fourth  type  of  democracy  assistance  is  assistance  which  seeks  to  pro- 
mote the  idea  of  democracy  itself.  The  goal  of  such  assistance  in  a  particular  country 
is  to  increase  the  understanding  that  tne  people  of  that  country  have  of  what  democ- 
racy is,  how  it  works  and  what  its  advantages  are.  The  forms  of  such  assistance 
are  many  and  may  include  media  projects,  book  publication  and  distribution,  con- 
ferences on  democracy  and  travel  exchanges  of  persons  to  and  from  the  United 
States. 

A  PROFILE  OF  U.S.  DEMOCRACY  ASSISTANCE 

Democracy  assistance  by  the  U.S.  Government  in  recent  years  has  been  prin- 
cipally carried  out  by  four  agencies  or  departments:  the  Agency  for  International  De- 
velopment, the  United  States  Information  Agency,  the  Department  of  Defense  and 
the  Department  of  Justice. 

AID  nas  significantly  increased  the  amount  and  range  of  its  democracy  assistance 
in  the  past  five  years.  AID  sponsors  democracy  assistance  programs  that  fall  into 
all  four  of  the  categories  I  delineated  above.  Probably  the  bulk  of  AID's  democracy 
assistance  has  focused  on  the  institution-building  and  political  process  areas,  reflect- 
ing a  general  "top-down"  orientation  in  AID's  democracy  assistance  methodology. 

USC^  is  the  second  most  active  U.S.  Government  player  in  the  democracy  assist- 
ance field.  Since  the  early  1980's,  USIA  has  been  increasing  the  amount  of  its  work 
explicitly  focused  on  democracy.  USIA's  democracy  assistance  consists  primariljy  of 
activities  that  fall  into  the  fourth  category  of  democracy  assistance  that  I  described 
above,  i.e.,  promoting  the  idea  of  democracy  itself.  Some  of  USIA's  projects,  such  as 
some  of  its  work  involving  foreign  journalists,  fall  into  the  category  of  civic  society 
work. 

The  Department  of  Defense  undertakes  democracy  assistance  of  the  institution- 
building  type  through  its  programs  to  train  foreign  military  personnel  in  human 
rights  and  other  democratic  values.  Such  programs  have  been  increasing  in  recent 
years. 

The  Department  of  Justice's  programs  to  train  foreign  police  may  be  considered 
democracy  assistance  to  the  extent  those  programs  attempt  to  enhance  knowledge 
and  skills  directlv  related  to  the  functioning  of  police  in  democratic  societies. 

I  have  not  included  the  Department  of  State  in  this  list  because  while  it  carries 
out  democracy  promotion  activities  of  various  types,  the  State  Department  does  not 
have  any  significant  programs  which  entail  the  giving  of  assistance  for  democratic 
ends. 

I  have  not  included  the  National  Endowment  for  Democracy  in  this  list  as  it  is 
not  a  U.S.  Government  entity.  I  discuss  the  National  Endowment  below. 

OPPORTUNITY  FOR  REFORM 

The  present  conjunction  of  a  new  administration  in  Washington  and  the  emerging 
post-cold  war  geopolitical  context  represents  an  important  opportunity  to  reinvigo- 
rate  and  reformulate  U.S.  democracy  assistance.  I  will  focus  my  recommendations 
for  reform  on  the  institutional  arrangements  for  such  assistance,  rather  than  on  the 
nature  of  the  assistance  being  given,  reflecting  my  belief  that  if  unproved  institu- 
tional arrangements  are  establisned,  unproved  assistance  programs  will  result. 

It  is  essential  for  a  successful  U.S.  Grovemment  democracy  assistance  effort  that 
there  be  a  clear  central  source  of  such  assistance.  A  dominant  central  source  is  nec- 
essary to  give  direction  to  such  assistance,  to  develop  bureaucratic  expertise,  and 
to  ensure  a  certain  degree  of  consistency.  Among  the  U.S.  Government  bodies  that 
are  engaging  in  democracy  assistance,  AID  is  the  obvious  choice  to  be  the  central, 
dominant  source  of  such  assistance.  AID  is  a  foreign  assistance  organization  with 
long  experience  in  developmental  matters  and  an  extensive  network  of  personnel 
stationed  around  the  world.  USIA  is  a  possible  alternative,  but  USIA's  work  is  fo- 
cused on  the  transfer  of  information  abroad,  it  is  not  a  development-oriented  organi- 
zation. The  Departments  of  Defense  and  Justice  are  far  too  specialized  in  terms  of 
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the  expertise  they  provide  in  democracy  assistance  to  be  the  primary  source  of  such 
assistance.  The  Department  of  State  has  little  expertise  with  foreign  assistance. 

AID  has  in  practice  been  the  main  source  of  U.S.  democracy  assistance  in  recent 
years  but  it  has  not  exercised  effective  leadership  in  this  domain.  AID  has  ap- 
proached the  task  of  creating  a  large-scale  democracy  assistance  effort  only  halt- 
ingly. Democracy  assistance  programs  at  AID  are  scattered  about  the  regional  bu- 
reaus and  at  least  two  of  the  functional  bureaus — the  Bureau  for  Programs  and  Pol- 
icy Coordination  and  the  Bureau  for  Science  and  Technology.  AID's  democracy  as- 
sistance is  a  piecemeal  effort,  consisting  of  programs  initiated  by  the  State  Depart- 
ment and  handed  to  AID,  programs  developed  in  response  to  specific  wishes  of  Con- 
gress, and  programs  actually  initiated  by  AID  itself;  There  has  been  little  central- 
ized leadership  in  the  democracy  area  and  too  few  interconnections  within  AID  be- 
tween the  various  programs  that  have  been  undertaken.  The  basic  problem,  at  root, 
is  that  AID  has  always  been  primarily  an  economic  development  organization  and 
has  only  reluctantly  accommodated  itself  to  the  idea  that  it  should  also  become  a 
political  development  organization. 

Given  the  Clinton  Administration's  stated  commitment  to  promoting  democracy 
abroad,  it  is  likely  that  whoever  is  chosen  to  lead  AID  will  bring  to  the  job  a  strong 
commitment  to  making  democracy  assistance  one  of  the  main  priorities  of  U.S.  for- 
eign assistance.  In  my  opinion,  in  order  for  such  a  commitment  to  be  successfully 
translated  into  reality,  at  least  one  major  change  in  the  institutional  arrangement 
for  democracy  assistance  must  be  made:  there  must  be  created  at  AID  a  Bureau  for 
Democracy  Promotion  which  unifies  within  it  all  of  AID's  democracy-related  pro- 
grams. This  new  bureau  would  have  complete  authority  over  all  aspects  of  democ- 
racy assistance,  including  the  design,  implementation  and  evaluation  of  projects. 

The  creation  of  a  Democracy  Bureau  would  permit  real  leadership  at  AID  on  de- 
mocracy assistance.  A  single,  visible  Assistant  Administrator  would  nave  democracy 
assistance  as  his  or  her  sole  mandate.  A  central,  easily  identifiable  budget  for  de- 
mocracy programs  would  exist.  Persons  working  on  democracy  programs  would  be 
working  side  by  side  rather  than  scattered  across  numerous  bureaus,  facilitating 
communication  and  the  development  of  expertise. 

A  criticfil  advantage  of  creating  a  Democracy  Bureau  is  that  it  would  allow  democ- 
racy assistance  programs  to  be  freed  from  the  existing  bureaucratic  procedures  at 
AID.  There  are  two  major  problems  with  those  procedures  vis-a-vis  democracy  as- 
sistance. In  the  first  place,  as  is  well-known,  AID's  procedures  are  extremely  time- 
consuming  and  cumbersome.  Democracy  assistance  requires  considerable  agility  in 
order  to  seize  opportunities  in  rapidly  shifting  political  terrains.  AID's  project  design 
and  implementation  procedures  render  such  agility  nearly  impossible. 

Second,  AID's  procedures  were  developed  for  economic  assistance  programs,  not 
political  assistance  programs.  Democracy  assistance  differs  in  significant  ways  from 
economic  assistance.  It  is  oriented  more  to  changing  attitudes  and  ideas  than  help- 
ing establish  new  economic  practices  or  arrangements.  Its  gains  are  in  a  more  sub- 
iective  realm  of  human  activity  and  thus  resist  quantitative  modes  of  evaluation. 
It  is  inherently  political  and  thereby  often  involves  more  complex  sensitivities  in 
host  countries.  Democracy  assistance  draws  from  a  smaller  body  of  past  practice  and 
is  thus  often  more  experimental.  Because  of  these  differences,  torcin|[  democratic  as- 
sistance through  the  bureaucratic  sieve  established  for  economic  assistance  does  not 
work  well;  it  distorts  and  blunts  essential  attributes  of  democracy  assistance  efforts. 

Creating  a  Democracy  Bureau  within  AID  would  facilitate  the  putting  aside  of  ex- 
isting bureaucratic  procedures  and  the  development  of  new,  more  appropriate  proce- 
dures for  the  design,  implementation  and  evaluation  of  democracy  assistance.  Such 
procedures  would  incorporate  the  greater  need  that  democratic  assistance  entails  for 
quick  response  capability  and  for  experimental  methodologies,  as  well  as  take  ac- 
count of  the  difficulty  of*^  quantifying  results  and  the  higher  degree  of  political  sen- 
sitivities. 

I  envision  that  a  Democracy  Bureau  would  also  break  completely  away  from  the 
traditional  model  for  the  implementation  of  economic  development  projects:  it  would 
not  have  AID  officers  directly  in  charge  of  implementing  projects  but  would  give 
grants  to  organizations  (both  U.S.  and  foreign)  that  would  carry  out  projects.  The 
functions  of  the  Democracy  Bureau  would  be  severalfold:  First,  it  would  gather  in- 
formation in  the  field  and  in  the  United  States  about  the  opportunities  for  democ- 
racy assistance  in  specific  countries  and  potential  projects  for  those  countries.  Sec- 
ond, it  would  develop  contacts  with  a  wide-ranging  network  of  organizations  in  the 
United  States  and  abroad  that  carry  out  democracy  assistance  projects.  Third,  it 
would  fund  projects  and  monitor  their  implementation.  Fourth,  it  would  evaluate 
the  projects  it  funded  and  accumulate  systematic  expertise  on  what  types  of  democ- 
racy projects  work  and  what  types  do  not  work.  In  sum,  the  Democracy  Bureau 
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would  operate  somewhat  more  like  a  foundation  than  like  the  traditional  model  of 
an  economic  development  organization. 

A  further  feature  of  the  Democracy  Bureau  would  be  that  it  would  work  more 
closely  with  the  State  Department  than  AID  usually  does.  Democracy  assistance  is 
by  nature  political  and  it  is  logical  that  AID's  democracy  promotion  efforts  should 
draw  upon  the  State  Department's  expertise  in  the  political  affairs  of  other  coun- 
tries. AID  has  frequently  resisted  close  cooperation  with  the  State  Department  in 
economic  development  matters.  The  creation  of  a  Democracy  Bureau  explicitly  and 
solely  devoted  to  political  development  would  facilitate  a  break  from  the  traditional 
pattern  of  AID-State  relations.  The  new  bureau  would  be  created  with  an  explicit 
institutional  directive  to  work  closely  with  the  State  Department.  Institutional  ar- 
rangements formalizing  such  a  tie  could  be  established.  For  example,  the  Assistant 
Administrator  for  Democracy  Promotion  could  attend  the  State  Department  staff 
meetings  for  the  Assistant  Secretaries  of  State. 

I  note  that  the  establishment  of  a  Bureau  for  Democracy  Promotion  at  AID  should 
not  foreclose  other  government  agencies  from  being  involved  in  democracy  assist- 
ance. Although  it  is  essential  that  there  be  a  single,  dominant  source  of  democracy 
assistance  in  the  government,  such  a  source  need  not  be  exclusive.  The  particular 
expertise  that  USIA,  the  Defense  Department  and  the  Justice  Department  each 
bring  to  the  areas  of  democracy  assistance  they  engage  in  is  valuable  and  should 
be  utilized. 

THE  PLACE  OF  THE  NATIONAL  ENDOWMENT  FOR  DEMOCRACY 

The  question  may  naturally  be  asked,  why  create  a  central  source  of  democracy 
assistance  in  the  U.S.  Government  if  we  already  have  a  National  Endo\yment  for 
Democracy?  Or  conversely,  if  a  strong  Bureau  for  Democracy  Promotion  is  created 
in  AID,  would  the  National  Endowment  still  be  necessary?  The  answer  to  both  ques- 
tions is  essentially  the  same:  the  National  Endowment  and  AID  fulfill  different  roles 
and  are  essentially  complementary  in  the  democracy  promotion  realm. 

The  existence  of  the  National  Endowment  does  not  obviate  the  need  for  a  strong 
central  source  of  democracy  assistance  in  the  government.  To  start  with,  the  Na- 
tional Endowment  is  much  smaller  than  the  total  set  of  democracy  assistance  pro- 
grams of  AID.  In  addition,  the  particular  configuration  of  the  Endowment  with  its 
four  core  grantees  gives  the  work  of  the  Endowment  a  particular  emphasis  on  cer- 
tain sectors,  such  as  political  parties,  election  work,  labor  unions  and  economic  pol- 
icy organizations.  It  does  not  have  the  free-ranging  scope  that  an  overall  progrsun 
of  U.S.  Government  democracy  assistance  needs  to  have.  Finally,  the  Endowment 
is  specifically  not  a  U.S.  Government  agency;  it  maintains  significant  independence 
from  the  Government.  If  democracy  promotion  is  to  be  a  priority  of  U.S.  foreign  pol- 
icy, it  is  necessary  for  at  least  some  proportion  of  U.S.  democracy  assistance  to  be 
directed  by  the  Government  itself. 

In  parallel  fashion,  the  establishment  of  a  Bureau  for  Democracy  Promotion  at 
AID  would  not  obviate  the  need  for  the  National  Endowment.  The  fact  that  the  En- 
dowment is  not  part  of  the  U.S.  Government  allows  it  to  carry  out  certain  types  of 
important  democracy  assistance  that  are  difficult  or  even  impossible  for  the  U.S. 
Grovemment  to  undertake.  One  example  is  support  for  dissident  groups  in  non- 
democratic  countries — the  Endowment  manages  to  support  democratic  activists  in 
situations  where  it  would  be  diplomatically  impossible  for  the  U.S.  Government  to 
do  so.  Another  example  is  support  for  political  parties.  The  Endowment  is  able  to 
fund  programs  to  build  political  parties  in  numerous  countries,  an  activity  that  is 
very  oifBcult  for  the  U.S.  Government  to  do. 

More  generally,  through  ten  years  of  hard  work  and  experience,  the  Endowment 
and  its  core  grantees  have  developed  impressive  expertise  and  a  successful  track 
record  in  democracy  assistance  work.  The  Endowment  serves  an  important  com- 
plementary role  to  U.S.  Government  democracy  assistance,  a  role  that  will  only  in- 
crease in  importance  as  U.S.  Government  democracy  assistance  is  strengthened  in 
the  years  to  come. 

BUREAU  FOR  DEMOCRACY  PROMOTION 

Senator  Leahy.  Mr.  Carothers,  you  say  that  you  would  put  this 
Democracy  Bureau  in  AID,  and  it  would  be  in  addition  to  the  Na- 
tional Endowment  for  Democracy.  Why  would  you  put  it  in  AID? 
Why  not  put  it  in  the  State  Department?  And  at  what  level  would 
you  fund  it? 
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Mr.  Carothers.  I  would  not  put  it  in  the  State  Department  if 
the  basic  relationship  between  the  State  Department  and  AID  is 
not  to  be  changed  in  the  reforms  that  are  being  thought  of  in  the 
next  year  for  the  following  reasons. 

Primarily,  the  State  Department  is  not  an  assistance  organiza- 
tion that  is  generally  in  the  business  of  giving  assistance  to  other 
countries.  Although  democracy  assistance  is  different  from  eco- 
nomic assistance,  it  is  more  like  that  than  like  the  work  the  State 
Department  normally  does. 

The  Bureau  of  Human  Rights  of  the  State  Department,  for  exam- 
ple, monitors  situations  in  other  countries,  tries  to  change  people's 
behavior  and  the  behavior  of  governments  abroad,  but  does  not  in- 
volve itself  directly  with  funds. 

I  really  think  the  actual  work  of  democracy  assistance  is  develop- 
ment work  and  belongs  in  a  development  agency,  as  long  as  one  ex- 
ists separately. 

Senator  Leahy.  But  you  also  say  in  your  opening  statement  that 
it  is  rare  for  the  United  States  or  any  other  country  to  have  a  pro- 
found effect  on  the  democratic  development  of  another  country 
through  democracy  promotion  measures. 

And  then  we  have  the  further  Question  of,  to  what  extent  are  we 
just  involving  ourselves  on  one  side  or  the  other  in  partisan  politics 
in  another  country. 

Are  you  saying  on  the  one  hand  that  it  has  never  worked  but 
now  it  can  work 

Mr.  Carothers.  No;  I  am  not- 


Senator  Leahy.  I  do  not  fully  understand  you. 

Mr.  Carothers.  I  am  not  speaking  in  such  absolutes.  I  am  say- 
ing we  tend  to  invest  such  assistance  with  very  high  expectations 
and  often  feel  disappointed  when  it  does  not  dramatically  shift  the 
course  of  politics  in  another  country. 

I  am  saying  that  if  it  is  properly  done,  it  can  be  a  useful  activity 
which  can  help  other  countries  become  democratic.  But  if  we  go 
into  democracy  assistance  expecting  that  it  is  going  to  work  mir- 
acles, we  are  going  to  be  disappointed.  It  is  a  long  haul,  it  is  a  slow 
one  and  it  is  one  that  we  have  to  be  persistent  with  if  we  are  to 
gain  measurable  results. 

Senator  Leahy.  But  we  are  not  dealing  just  with  democracy  or 
issues  in  the  abstract.  To  use  Peru  as  a  concrete  example  where 
we  have  foreign  policy  interests.  The  administration  says  if  we 
were  not  pressing  President  Fujmari  on  democracy  and  human 
rights  things  would  be  worse  in  Peru  than  they  are. 

But  then  there  are  others  who  say,  why  stay  involved  with  or 
support  an  undemocratic  government  that  does  not  stop  human 
rights  abuses  by  its  own  security  forces.  We  have  credible  evidence 
that  their  own  security  forces  are  involved  with  human  rights 
abuses. 

So  you  see  what  I  am  saying, 

Mr.  Carothers.  I  do. 

Senator  Leahy.  On  one  hand,  we  say  that  as  a  major  tenet  of  our 
foreign  policy  is  that,  we  believe  in  human  rights  and  democratic 
principles. 

At  the  same  time,  we  aid  and  help  a  government  that  is  involved 
in  human  rights  violations  and  stifling  democracy. 


Ill 

Mr.  Carothers.  If  I  may  respond  to  that. 

Senator  Leahy.  Sure. 

Mr.  Carothers.  Well,  I  believe  that  democracy  assistance  must 
be  closely  attuned  to  U.S.  foreign  policy  and  in  fact  an  arm  of  it, 
to  the  extent  it  is  carried  oat  by  the  U.S.  Gk)vemment. 

And  a  further  feature  of  a  Democracy  Bureau  and  one  of  the  rea- 
sons for  creating  a  separate  one  within  the  AID  would  be  that  it 
would  allow,  I  think,  better  coordination  with  the  State  Depart- 
ment. 

Traditionally,  there  has  been,  I  think,  some  difficulties  in  coordi- 
nating the  work  of  AID  with  the  State  Department  because  of  the 
traditional  sensitivities  and  the  idea  of  politicizing  its  assistance. 

But  if  you  had  a  separate  bureau  whose  job  was  to  work  in  politi- 
cal development,  you  could  have  explicit  instructions  to  work  close- 
ly with  the  State  Department.  For  example,  the  administrator  of 
that  bureau  could  attend  the  staff  meetings  of  the  assistant  sec- 
retaries at  the  State  Department  and  really  integrate  U.S.  democ- 
racy assistance  programs  with  our  other  foreign  policy  objectives. 

Because  democracy  assistance  is  not  an  overriding  objective.  We 
do  not  walk  into  a  country  and  simply  say,  democracy  building  is 
our  only  purpose  here.  We  have  a  complex  set  of  relations  with 
many  countries  and  democracy  assistance  is  only  one  of  them. 

There  are  times  when  it  has  to  seed  the  way,  such  as  in  Peru 
when  adverse  events  occur.  There  are  other  countries,  for  example, 
Saudi  Arabia,  where  we  do  not  push  democracy  assistance  because 
of  other  relationships  we  have  with  that  country  that  are  important 
to  us. 

Democracy  assistance 

Senator  Leahy.  Even  though  it  is  a  country  without  basic  demo- 
cratic principles  of  its  own? 

Mr.  Carothers.  That  is  correct. 

Senator  Leahy.  I  mean,  Saudi  Arabia  is  anything  but  a  demo- 
cratic country. 

Mr.  Carothers.  So  democracy  assistance,  to  be  effectively  done, 
needs  to  be  part  of  foreign  policy  and  sensitive  to  our  other  foreign 
policy 

Senator  Leahy.  For  that  matter,  look  at  all  the  aid  and  help  we 
gave  to  Kuwait,  probably  one  of  the  least  democratic  nations  in  the 
world.  It  was  involved  in  rampant  corruption  and  human  rights 
violations  of  its  own.  The  Emir  of  Kuwait  did  not  care  enough  for 
his  own  country  to  even  come  back  to  it  after  Operation  Desert 
Storm  until  we  had  prepared  a  proper  throne  or  bathing  facilities 
or  something  for  him. 

I  forgot  the  exact  thing  that  we  were  using  our  Corps  of  Engi- 
neers to  do  until  it  could  be  appropriate  for  him  to  return.  I  mean, 
we  ended  up  sort  of  looking  like  hired  mercenaries  to  keep  it  an 
undemocratic  country  going. 

You  understand  what  I  am  saying.  But  what  you  are  saying  is 
that  there  are  going  to  be  times  when  we  are  going  to  be  at  war 
with  our  own  principles. 

Mr.  Carothers.  That  has  happened  many  times  in  the  past  and 
will  certainly  continue  in  the  future. 

Senator  Leahy,  I  am  not  naive  enough  to  say  that  it  has  not  hap- 
pened. 
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Senator  McCONNELL.  Just  a  brief  elaboration  on  the  chairman's 
point.  Virtually  everyone  in  Congress  supports  aid  to  most  of  the 
African  countries  yet  it  is  pretty  hard  to  find  a  true  democracy 
there,  is  it  not? 

Mr.  Carothers.  It  is.  There  is  no  reason  why  we  cannot  give  eco- 
nomic development  assistance  to  countries  which  are  not  democ- 
racies. We  have  done  it  for  many  years  and  there  are  laudable  rea- 
sons to  do  so. 

Similarly,  there  is  no  reason  that  in  certain  selected  cir- 
cumstances, I  think  we  cannot  work  with  democracy  assistance  in 
countries  which  are  at  least  beginning  to  emerge  from  authoritar- 
ian or  totalitarian  rule. 

In  fact,  to  some  extent,  it  is  counterproductive  to  completely  stay 
away  from  such  countries,  given  that  they  are  the  ones  who,  in  a 
sense,  need  the  assistance  the  most.  On  the  other  hand,  there  are 
obvious  sensitivities  if  we  are  working  directly  with  the  govern- 
ment in  such  a  country. 

But  I  think  the  National  Endowment  for  Democracy  has  shown 
you  can  work  with  other  groups  in  the  country  that  are  trjdng  to 
work  for  liberty  in  the  country,  in  a  sense  against  the  current  gov- 
ernment, but  do  so  in  a  sensitive  and  fairly  low-key  manner. 

AID  TO  CAMP  DAVID  COUNTRIES 

Senator  Leahy.  Mr.  Schneider,  I  said  earlier — and  I  have  said 
this  a  number  of  other  places,  not  just  here — that  we  have  got  to 
have  everything  on  the  table  if  we  are  going  to  have  a  serious  for- 
eign aid  reform  effort. 

We  are  saying  that  every  domestic  program  has  to  be  justified  by 
real  needs.  Well,  then  every  foreign  aid  program  ought  to  be  justi- 
fied as  well. 

We  have  a  few  entitlements  in  this  country,  Social  Security  and 
other  things,  but  I  do  not  think  anything  in  our  constitution  nor 
an)rwhere  near  a  majority  of  Americans  believe  there  should  be 
some  kind  of  entitlements  in  foreign  aid. 

So  let  me  ask  you  about  the  aid  levels  to  the  Camp  David  coun- 
tries. Of  the  $3.4  billion  military  aid  program  this  year,  $3  billion 
goes  to  Israel  and  Egypt.  Of  the  $2.7  billion  ESF  program,  $2  bil- 
lion goes  to  Israel  and  Egypt.  So,  of  the  entire  $6.1  billion  securitv 
assistance  program  for  the  whole  world  in  our  foreign  aid,  $5  bil- 
lion goes  to  just  two  countries. 

Now  I  cannot  imagine  with  the  mood  of  the  Congress — it  does 
not  make  any  difference  if  you  are  a  Republican  or  a  Democrat — 
that  we  would  increase  security  assistance.  In  fact,  I  intend  to  try 
to  cut  it  further  as  we  have  done  during  the  past  3  years. 

So,  in  view  of  this  and  in  view  of  various  regional  security  prob- 
lems around  the  world,  not  the  least  of  which  is  in  the  former  So- 
viet Union,  what  is  your  judgment  about  the  validity  of  providing 
this  level  of  security  assistance  to  these  two  countries?  Is  it  justi- 
fied in  light  of  any  United  States  security  interests? 

Not  anybody  elses  security  interests,  but  the  United  States'  real 
security  interest  and  second,  the  amount  of  money  we  have  avail- 
able? 

Mr.  Schneider.  Let  me  come  at  that  question  in  a  couple  of 
ways,  Mr.  Chairman. 
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Senator  Leahy.  Sure. 

Mr.  Schneider.  First,  I  think  it  can  be  said  that  the  security  as- 
sistance program  that  has  financed  the  needs  of  Israel  and  Egypt 
has  been  one  of  the  most  successful  aspects  of  our  foreign  assist- 
ance program  in  a  long  time. 

It  has  created  a  situation  of  peace  between  two  of  the  nations 
who  had  previously  been  among  the  world's  most  volatile  combat- 
ants, and  has  provided  Egypt,  in  particular,  with  the  ability  to  play 
a  very  constructive  role  in  regional  peace  and  security. 

So  I  think  on  the  merits  and  given  where  we  are  in  the  peace 
process,  I  think  the  program  is  justified. 

The  question  is  in  the  constrained  resources  that  exist  in  the  for- 
eign assistance  program.  Is  this  level  of  resource  allocation  justi- 
fied? And  the  way  I  have  chosen  to  address  this  is  that  the  Presi- 
dent needs  the  ability  to  employ  security  assistance  as  an  instru- 
ment to  achieve  a  portion  of  our  foreign  policy  objectives. 

And  the  problem  that  is  being  created  as  the  resources  are  being 
drawn  down  is  that  there  is  not  sufficient  flexibility  in  the  foreign 
assistance  accounts  as  a  whole  for  the  President  to  reallocate 
funds.  So  the  President  is  stuck  with  a  small  ESF  account,  a  sharp- 
ly declining  security  assistance  account  and  plus  the  other  10  or  so 
accounts  in  the  foreign  assistance  program. 

FUNDING  FLEXIBILITY 

Senator  Leahy.  And  needs  are  going  up  all  over  the  world. 

Mr.  Schneider.  Right.  In  order  to  make  the  best  of  a  very  dif- 
ficult situation  for  the  President,  to  give  him  the  most  flexibility, 
the  approach  that  I  have  recommended  here  is  to  try  and  widen 
the  bands  of  Presidential  flexibility  by  increasing  transfer  authority 
between  the  various  accounts  in  the  Appropriation  Act  and  also  to 
give  the  President  the  authority  to  reach  back  into  prior  year  ap- 
propriations to  deobligate  and  subsequently  reobligate  these  funds 
in  such  a  way  that  he  can  meet  the  most  urgent  needs  that  face 
the  country,  using  the  foreign  assistance  accounts  in  a  whole,  not 
just  security  assistance,  to  meet  the  needs  as  he  sees  appropriate 
in  conformance  with  an  appropriate  consultation  procedure  with 
the  Congress  through  a  notification  and  so  forth. 

Senator  Leahy.  I  tried  to  get  flexibility.  I  proposed  and  actually 
got  agreement  after  a  lot  of  work,  to  put  a  large  sum  of  money  in 
an  unearmarked  account.  This  was  during  the  Bush  administra- 
tion. I  made  the  argument,  as  a  Democrat,  for  a  Republican  Presi- 
dent, to  give  him  the  flexibility  and  he  would  have  the  money  that 
could  be  used  in  a  flexible  fashion. 

Unfortunately,  at  the  time  of  the  budget  agreement,  some  of  his 
own  people  at  0MB  forgot  to  put  that  item  in  the  budget  and  we 
never  got  it. 

I  happen  to  agree  with  giving  flexibility.  But  I  think  what  you 
are  suggesting  goes  way  beyond  what  I  was  talking  about.  What 
you  are  saying  is  that  the  President  could  decide,  if  there  was  a 
particular  circumstance,  that  military  aid  was  a  higher  priority 
than  refugee  aid  or  family  planning  or  Peace  Corps  or  that  aid  to 
Russia  was  more  urgent  than  aid  to  Israel  and  so  on,  he  could  sim- 
ply transfer  the  money  for  this  higher  priority  purpose. 
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You  have  had  as  much  experience  in  dealing  with  the  Congress 
as  we  go  through  a  foreign  aid  bill  as  anybody  around.  Do  you 
think  the  Congress  would  ever  give  that  kind  of  flexibility  to  any 
President? 

Mr.  Schneider.  I  do  not  think  the  President  should  have  the  au- 
thority to  do  it  without  congressional  approval.  What  I  am  arguing 
for  is  a  process  that  would  increase  the  flexibility  to  do  that. 

I  have  submitted  the  proposal  in  rather  maximalist  or  absolutist 
terms.  It  may  be  constructive,  for  example,  to  do  it  so  that  20  per- 
cent of  the  foreign  assistance  account  could  be  transferred. 

FUNDING  AID  TO  RUSSIA 

Senator  LEAHY.  Let  me  ask  you  something  more  specific.  Right 
now  we  are  trying  every  backdoor  way  we  can  to  get  foreign  aid 
to  Russia.  And  it  is  about  the  most  botched  up,  stupid  system  that 
I  can  imagine.  And  I  happen  to  support  the  idea  of  giving  aid  to 
Russia  and  the  other  newly  independent  states. 

But  because  we  could  not  face  it  directly — apparently  because  of 
our  limitations  on  ESF,  security  assistance,  the  military  aid  pro- 
gram, the  ESF  program,  and  everything  else — because  it  is  all  used 
up  and  we  are  not  about  to  appropriate  more,  we  tried  the  back- 
door approach,  using  commodity  credits,  and  the  GSM  program. 

And  so  we  loan  them  money  to  buy  grain  and  other  commodities. 
As  I  and  others  predicted,  they  quickly  were  in  default.  So  we 
stopped  the  program. 

Immediately  our  wheat  markets  collapse  here  and  we  start  mak- 
ing deficiency  payments  to  farmers  here  in  the  United  States.  We 
are  spending  the  money,  more  money  probably  than  we  would  have 
otherwise,  but  no  aid  is  going  over  there.  And  it  is  the  most 
screwed  up  mess  you  can  imagine. 

And  yet  even  with  the  antipathy  toward  foreign  aid  that  you  find 
in  most  polls  around  this  country,  I  think  most  Americans  have 
asked,  "Do  we  have  something  to  gain  by  democracy  taking  hold  in 
a  country  that  has  20,000  nuclear  warheads?"  The  answer  is  pretty 
much  yes. 

You  see  what  I  am  getting  at.  If  we  do  not  have  the  money — ^we 
are  not  going  to  take  it  out  of  refuge  aid  or  some  of  the  other  hu- 
manitarian and  emergency  things  that  come  up. 

Unless  we  increase  overall  foreign  assistance,  is  there  any  place 
to  go  for  the  funds  other  than  the  Camp  David  countries?  I  mean, 
nobody  wants  to  ask  that  question?  Everybody  wants  to  dance 
around  it,  but — and  I  happen  to  feel  that  a  lot  has  been  accom- 
plished with  the  peace  accords  and  I  think  an  enormous  amount  of 
credit  goes  to  the  two  countries  involved.  And  an  enormous  amount 
of  credit  goes  to  the  United  States  for  footing  the  bill  to  make  it 
work. 

But  is  that  not  the  only  pot  that  we  can  look  at? 

Mr.  Schneider.  No,  Mr.  Chairman,  I  do  not  think  so.  There  are 
other  places  I  would  go  first  before  doing  that.  I  am  very  impressed 
with  your  intensity  on  the  question  of  aid  for  democracy  in  the 
former  Soviet  Union.  I  share  your  interest.  And  it  is  one  of  the  is- 
sues that  intensified  my  own,  sort  of,  avocational  search  for  trying 
to  find  some  ways  to  do  better  in  this. 
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I  recall  a  number  of  discussions  with  former  Secretary  Shultz, 
who,  in  seeing  the  Communist  States  of  Eastern  Europe  weaken  in 
the  latter  part  of  the  1980's,  felt  intensely  frustrated  that  we  could 
not  produce  any  funds.  My  view  is  that,  by  a  combination  of  at 
least  limited  transfer  authority  and  the  ability  to  deobligate  and 
reobligate  across  the  accounts,  we  would  be  able  to  meet,  in  the 
short-term,  some  of  the  needs  that  you  describe  for  Russia. 

There  are  other  things  that  need  to  be  done,  for  sure,  but  I  think 
we  could  have  done  notably  better  than  the  cobbled  up  arrange- 
ments that  were  tried. 

DEFENSE  EXPORT  CREDIT  FACILITY 

With  respect  to  the  security  assistance  program,  one  of  the  ways 
I  would  suggest  that  the  security  assistance  program  could  provide 
more  availability  of  resources  is  privatizing  a  portion  of  the  financ- 
ing it,  which  is  the  crunch  issue.  By  creating  a  defense  export  cred- 
it facility,  and  I  can  go  into  detail  in  other  circumstances  for  you, 
but  the  essence  of  the  idea  is,  if  the  Congress  were  to  use  a  small 
amount  of  funding  to  create  a  defense  export  facility,  the  small 
amount  of  appropriated  funds  would  be  used  to  create  a  guarantee 
reserve  fund. 

This  would  operate  in  some  ways  like  the  export  credit  guarantee 
program  the  Export-Import  Bank  has.  If  the  50  percent  of  the  cred- 
its came  from  this  guarantee  fund  for,  say,  a  $200  million  program, 
the  other  $100  million  could  be  borrowed  from  the  sector,  combined 
in  the  same  loan  agreement,  and  would  double  the  availability  of 
credits  with  a  very  small  amount  of  appropriated  funds,  leveraging 
that  entire  transaction. 

Congress  would  still,  of  course,  retain  all  of  the  statutory  controls 
that  are  currently  in  place  for  arms  transfers,  but  it  would  provide 
a  privatized  portion  of  the  financing  function  for  defense  exports  to 
support  American  foreign  policy  objectives. 

So  you  would  not  be  necessarily  saddled  with  perhaps  90  percent 
of  the  security  assistance  account  in  the  three  or  four  countries.  In- 
stead, you  would  have  an  opportunity  to  provide  additional  avail- 
ability through  a  partial  privatization  of  the  finance  of  the  security 
assistance  function. 

Senator  Leahy.  Thank  you  very  much.  I  have  a  number  of  more 
questions  for  all  three  of  you,  but  I  am  intruding  on  my  colleagues' 
time.  I  yield  to  Senator  McConnell  and  then  Senator  Feinstein.  I 
am  not  leaving,  I  am  just  returning  one  phone  call. 

Senator  McConnell.  Thank  you,  Mr.  Chairman. 

bureau  for  democracy  promotion 

Mr.  Carothers,  with  specificity,  what  would  the  democracy  fund 
do? 

Mr.  Carothers.  I  should  emphasize  that  it  is  not  really  the  cre- 
ation of  new  funds  or  of  new  programs  so  much  as  the  grouping 
together  of  existing  programs  into  one  coherent  bureau  for  the  pur- 
poses of  clarifying  the  leadership  of  that  bureau  and  opening  the 
door  to  creating  new  procedures  more  appropriate  to  those. 

Senator  Leahy.  Funding  at  what  level,  even  if  it  is  existing 
funds? 
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Mr.  Carothers.  Well,  it  is  interesting.  If  you  go  to  AID  and  ask 
them  how  much  money  they  are  spending  on  democracy  promotion 
it  is  very  difficult  to  get  a  figure  for  that,  precisely  because  there 
are  programs  scattered  about  all  over.  There  are  some,  like  I  say, 
in  some  functional  bureaus  and  some  regional  bureaus.  And  so  I 
would  simply  start  with  the  figure  of  whatever  AID  could  come  up 
with  as  the  figure  that  it  is  currently  spending  on  democracy. 

Senator  McCONNELL.  What  do  you  think  that  is,  roughly? 

Mr.  Carothers.  It  depends  a  lot  on  the  SEED  initiatives  and  the 
aid  to  Russia,  which  is  a  new  priority  right  now,  and  the  question 
of  how  much  they  have  gotten.  I  suspect  it  is  well  over  $100  mil- 
lion, outside  of  the  money  to  Russia,  and  may  well  be  more,  much 
more  than  that. 

Senator  McConnell.  OK.  Well,  let  us  assume  it  is  $100  million, 
then.  What  would  that  money  be  spent  on?  Give  me  some  examples 
of  the  kinds  of  things  that  could  be  constructively  pursued. 

Mr.  Carothers.  Well,  as  I  mentioned,  there  are  different  levels 
you  can  work  at.  I  think  AID  has  had  some  success  in  working,  for 
example,  with  governing  institutions.  For  example,  there  are  many 
new  legislatures  around  the  world,  which  are  seeking  to  learn  how 
to  operate  as  democratic  legislatures.  And  for  a  fairly  small  amount 
of  money,  can  provide  technical  assistance  for  learning  how  to  oper- 
ate as  a  functioning  Congress. 

Similarly,  judicial  systems  around  the  world  are  coming  under 
much  greater  demand  in  new  democratic  systems.  For  fairly  mod- 
est amounts  of  money  it  is  possible  to  provide  training  and  edu- 
cation and  other  types  of  reforms  for  judicial  systems. 

At  the  level  of  political  process,  electoral  commissions  in  many 
countries  need  assistance.  And,  again,  for  fairly  modest  amounts  of 
material  and  technical  assistance,  can  make  a  great  deal  of  dif- 
ference. 

At  the  level  of  civil  society,  there  are  a  host  of  organizations, 
from  labor  unions  to  human  rights  groups  and  others  that  seek 
funds  and  assistance,  and  often  just  some  sort  of  support  from  peo- 
ple who  come  and  help  them  in  their  work. 

And  finally,  at  the  level  of  the  idea  of  democracy,  there  is  a  great 
deal  to  be  done  still  in  bringing  people  together  to  understand  what 
democracy  is.  There  is  still  a  great  deal  of  misunderstanding,  par- 
ticularly in  the  former  Soviet  Union,  about  the  purpose  and  nature 
of  democracy.  So  I  think  there  is  work  to  be  done  at  all  those  dif- 
ferent levels. 

And  I  would  like  to  emphasize  that  democracy  assistance,  by  its 
nature,  tends  to  be  somewhat  cheaper  than  economic  assistance. 

Senator  McConnell.  Right. 

Mr.  Carothers.  I  mean  you  are  not  giving  a  lot  of  material,  but, 
rather,  you  are  helping  people  think  differently  and  change  their 
attitudes. 

BUREAU  FOR  DEMOCRACY  VERSUS  NATIONAL  ENDOWMENT  FOR 

DEMOCRACY  [NED] 

Senator  McCONNELL.  In  what  way  does  that  mission  differ  from 
what  NED  seeks  to  do? 

Mr.  Carothers.  As  I  mentioned,  the  National  Endowment  for 
Democracy  is  separate  from  the  U.S.  Government,  and  so  it  does 
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not  follow  U.S.  policy  priorities.  One  difference  about  having  the 
U.S.  Grovemment  source  of  democracy  assistance  is  that  when  the 
U.S.  Government  decides  which  countries  are  most  important  to 
work  in,  that  money  will  go  there. 

The  Endowment  makes  its  own  decisions,  based  on  the  decisions 
of  its  board,  and  that  may  not  concur  with  U.S.  policy.  For  exam- 
ple, in  recent  years  the  Endowment  worked  in  China  and  tried  to 
support  certain  Chinese  groups,  at  the  same  time  that  the  adminis- 
tration might  not  have  chosen  to  do  so. 

There  are  other  cases  now  where  the  administration  might  feel 
that  work  in  certain  Eastern  European  countries  is  very  important 
for  the  overall  policy  in  Eastern  Europe,  and  the  Endowment  might 
be  working  so  emphatically  in  those  countries. 

So,  if  democracy  is  going  to  be  a  part  of  our  foreign  policy,  we 
need  a  source  of  funds  that  back  up  that  principle. 

PRIORITY  OF  DEMOCRACY-BUILDING 

Senator  McConnell.  Now,  how  important  should  the  linkage  be 
between  the  establishment  of  democracy  and  providing  aid?  I  gath- 
er you  are  familiar  with  South  America  where  we  do  not  provide 
a  whole  lot  of  money,  yet  most  of  those  countries  are  democratic. 
On  the  other  hand,  we  do  provide  a  lot  of  assistance  for  Africa, 
where  there  are  almost  no  democracies. 

How  important  is  an  effort  to  establish  a  democratic  form  of  gov- 
ernment to  us  in  allocating  our  aid  dollars? 

Mr.  Carothers.  Well,  I  think  one  lesson  we  have  learned  in  the 
last  30  years  is  that  years  and  years  of  economic  development  as- 
sistance to  a  country  which  cannot  put  together  a  functioning  or  ef- 
ficient government  is  oftentimes  a  waste  of  money. 

The  World  Bank,  the  Inter-American  Development  Bank,  the 
United  Nations,  and  other  international  organizations  are  them- 
selves moving  to  democracy  assistance  quite  dramatically  because 
they  realize  that  economic  development  assistance  in  a  country 
which  has  an  irresponsible  and  corrupt  government  is  often  use- 
less. 

Democracy  assistance  is  important  wherever  we  want  to  improve 
the  lot  of  people.  It  is  also  important  wherever  we  want  to  help 
people  achieve  values  that  are  more  consistent  with  our  own,  and 
help  themselves. 

ROLE  OF  THE  UNITED  NATIONS 

Senator  McConnell.  Mr.  Schneider,  President  Clinton  has  indi- 
cated he  supports  an  expanded  role  for  the  United  Nations.  What 
role  would  you  consider  effective  and  appropriate  for  the  United 
States  in  the  United  Nations,  and  do  you  concur  with  the  notion 
of  ceding  a  measure  of  U.S.  authority  to  any  kind  of  collective  secu- 
rity entity? 

Mr.  Schneider.  I  think  the  United  States  has  shown  that  when 
it  has  the  cooperation  of  the  members  of  the  Security  Council  that 
substantial  benefits  can  accrue  to  the  management  of  international 
affairs,  as  we  saw  in  the  Persian  Gulf  conflict.  I  do  not  think  there 
is  anything  in  that  experience  that  suggests  there  is  any  benefit  to 
be  had  by  ceding  some  element  of  American  sovereignty  or,  to  use 
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a  less  perhaps  emotive  term,  to  cede  any  international  control  over 
U.S.  activities. 

The  way  in  which  the  international  security  apparatus  seems  to 
work  best  in  the  United  Nations  is  based  upon  ad  hoc  arrange- 
ments that  are  specific  to  a  particular  crisis.  And  that,  I  think,  can 
continue  to  serve  our  interest.  And  I  think  if  President  Clinton  pur- 
sues this  objective  and  provides  good  leadership  in  the  U.N.  Secu- 
rity Council,  I  think  it  can  continue  to  serve  our  interests. 

Senator  McConnell.  So  I  assume  you  are  not  very  enthusiastic 
about  a  standing  U.N.  police  force  or  army? 

Mr.  Schneider.  I  do  not  believe  it  would  be  effective. 

FUTURE  OF  SECURITY  ASSISTANCE 

Senator  McConnell.  What  about  the  future  of  ESF  and  military 
assistance?  There  are  a  lot  of  people  trying  to  phase  out  both.  And 
I  am  curious  as  to  what  you  would  recommend  for  the  future  in 
both  of  these  areas? 

Mr.  Schneider.  Security  assistance,  whether  in  the  form  of  mili- 
tary aid  or  economic  support  funds,  is  one  of  the  instruments  the 
President  has  to  implement  our  foreign  policy  objectives  abroad. 
And  if  the  funding  were  removed  from  these  accounts,  the  ability 
of  the  President  to  implement  his  foreign  policy  objectives  abroad 
would  be  substantially  reduced. 

I  think  we  can  only  speculate  as  to  the  impact  on  Middle  East 
peace  if  we  were  not  providing  economic  assistance  and  military  as- 
sistance to  Israel  and  Egypt  when  they  are  trying  to  negotiate  a 
peace  arrangement  for  the  entire  region. 

I  appreciate  there  is  a  great  deal  of  downward  pressure  on  the 
level  of  appropriated  funds,  and  I  have  made  some  suggestions  in 
my  longer  statement  about  ways  in  which  the  demand  for  appro- 
priated funds  can  be  reduced,  such  as  privatizing  a  portion  of  the 
financing  to  provide  more  resources  to  assist  the  President  in  meet- 
ing his  security  needs  abroad  through  the  security  assistance  pro- 
gram, without  augmenting  appropriated  funds. 

We  do  need  to  revisit  some  of  the  elements  of  financial  manage- 
ment in  the  foreign  assistance  account,  so  that  the  President  can 
allocate  the  resources  among  the  different  account  titles,  to  enable 
him  to  achieve  his  purposes.  But  I  think  this  can  be  done,  even 
with  lower  aggregate  resources  for  the  foreign  assistance  account. 

linking  foreign  aid  to  recipient  defense  spending 

Senator  McConnell.  Should  our  foreign  assistance  of  either  type 
be  linked  to  the  recipients  domestic  defense  spending  or,  for  exam- 
ple, their  arms  transfer  policy? 

Mr.  Schneider.  Well,  if  you  look  at  the  countries  that  we  are  ac- 
tually providing  security  assistance  for  at  the  moment,  I  do  not 
think  it  is  an  important  issue.  But  in  some  circumstances  there 
may  be  some  justification  for  doing  it.  I  think  it  depends  on  the  sit- 
uation, as  to  whether  or  not  the  President  believes  that  our  pur- 
poses can  be  served  by  imposing  those  kind  of  constraints. 
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ROLE  OF  MULTILATERAL  DEVELOPMENT  BANKS 

Senator  McConnell.  What  about  multilateral  banks  in  a  mod- 
em foreign  assistance  strategy?  What  role  do  you  see  them  play- 
ing? 

Mr.  Schneider.  Well,  I  started  out  being  fairly  skeptical  of  them, 
but  I  think,  with  a  well-constructed  foreign  economic  strategy  of 
our  own,  the  multilateral  banks  can  perform  a  constructive  service. 

I  think  the  linkage  that  we  had  during  the  1980's  in  Africa,  for 
example,  with  the  multilateral  banks,  has  pushed  a  number  of  the 
African  countries  into  a  market-oriented  economy,  which  was  the 
only  circumstance  in  which  they  will  ever  improve  their  economic 
development  to  enable  them  to  grasp  some  of  the  desperate  social 
problems  that  arise  from  their  lack  of  economic  development. 

It  also,  in  my  view,  contributes  to  the  undermining  of  the  forces 
that  seem  to  be  plentiful  in  a  number  of  countries  for  authoritarian 
regimes. 

BUSINESS  opportunities 

Senator  McConnell.  Mr.  Hardy,  you  were  talking  about  the  un- 
even playing  field.  I  am  curious  as  to  what  sectors  in  our  country 
have  been  the  most  adversely  affected  by  the  uneven  playing  field 
that  you  see  out  there? 

Mr.  Hardy.  I  think  across  the  board,  in  terms  of  infrastructure, 
power  generation,  transportation  systems,  telecommunications, 
major  physical  infrastructure  projects.  The  developing  world  has 
become  sort  of  the  frontier  or  the  front  line  competitive  arena  for 
those  types  of  projects. 

The  United  States  is  growing  at  a  certain  pace  and  has  been  over 
the  last  decade,  but  the  developing  countries  are  growing,  particu- 
larly the  middle-income  developing  countries,  are  growing  at  two  or 
three  times  that,  faster  than  the  European  states. 

Senator  McConnell.  Right. 

Mr.  Hardy.  And  so  this  is  the  area  where  the  opportunities  lie, 
where  the  revenues  are  to  be  generated. 

TIED  AID 

Senator  McConnell.  Do  you  then  support  tied  aid? 

Mr.  Hardy.  Well,  our  program  is  tied. 

Senator  McConnell,  Would  you  detail  how  it  is  tied? 

Mr.  Hardy.  The  U.S.  aid  program  is  tied  in  the  sense  that  prod- 
ucts are  to  be  purchased  in  the  United  States  using  those  funds. 
By  tied  aid,  as  opposed  to  mixed  credits — ^the  difficulty  is  that  our 
export  competitors  are  doing  it.  It  is  not  a  practice  that  we  would 
applaud.  It  is  not  a  practice  that  in  the  ideal  world  we  would  pur- 
sue. But  there  is  a  reality  base  that  we  have  to  deal  with. 

And  the  difficulty  has  been  that,  over  the  last  decade,  aid  pro- 
grams have  been  used  to  support  major  infrastructure  projects  by 
all  of  the  major  aid  programs  except  ours. 

Senator  McCONNELL.  Right.  So,  why  don't  you  support  a  similar 
effort  here?  After  all,  the  chairman  of  this  committee.  Senator 
Byrd,  is  an  aggressive  proponent  of  tying  aid — it  has  some  impor- 
tant support  around  here. 
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This  is  going  to  be  my  last  question,  because  Senator  Feinstein 
needs  to  leave,  and  I  am  going  to  give  her  a  chance  to  ask  some 
questions. 

But,  I  am  curious  as  to  why  do  you  come  up  short  of  supporting 
tied  aid,  since  our  competitors  are  largely  operating  on  that  basis? 

Mr.  Hardy.  Well,  about  1  year  ago  there  was  an  OECD  agree- 
ment on  tied  aid  which  has  limited  some  of  the  worst  elements  of 
the  practices.  We  do  not  believe  that  it  is  necessary  to  go  that  far. 
That,  indeed,  if  we  have  a  significant  portion  of  the  aid  program 
going  to  support  major  infrastructure  projects,  with  the  sort  of 
concessional  financing  that  exists  in  a  program  of  that  sort,  that 
we  will  be  able  to  compete  effectively. 

Senator  McConnell.  OK.  I  am  going  to  yield  for  the  moment, 
because  Senator  Feinstein  has  another  engagement. 

Senator  Leahy.  Senator  Feinstein. 

AID  IMPACT  ON  U.S.  JOBS 

Senator  Feinstein.  Thank  you  very  much.  That  is  very  generous 
of  you.  Senator. 

Mr.  Chairman  and  gentlemen,  I  am  a  newcomer  to  this  commit- 
tee, but,  Mr.  Hardy,  since  you  are  familiar  with  AID,  let  me  ask 
you  a  question.  I  think  during  my  campaign  last  year  I  saw  a  "60 
Minutes"  show,  which  you  are  probably  familiar  with,  and  I  would 
like  to  know  is  that  a  policy  tnat  our  jobs  are  effectively  spirited 
offshore,  and  that  AID  develops  programs  which  effectively  under- 
cut our  employers  in  this  country? 

Mr.  Hardy.  No;  I  do  not  believe  so.  My  interpretation  of  that  is 
that  we  have  to  recognize  that  there  is  a  fundamental  economic  re- 
ality. High  wages  in  the  United  States  will  force  low  product  goods 
offshore.  Goods  that  can  be  produced  by  low-wage  employees  are 
going  to  be  far  more  competitive  if  you  can  assemble  or  construct 
them  in  the  Caribbean  Basin,  in  Thailand,  or  in  Indonesia. 

Senator  McCONNELL.  The  Japanese  are  having  the  same  prob- 
lem, are  they  not? 

Mr.  Hardy.  Absolutely. 

Senator  McCONNELL.  Yes;  they  are  losing  the  same  kinds  of  in- 
dustries. 

Mr.  Hardy.  Absolutely. 

The  AID  program  has  been  promoting  the  development  of  manu- 
facturing industries  and  small  industries  throughout  Central 
America  and  the  Caribbean  Basin,  and  the  linkage  has  been  made. 
I  do  not  believe  that  AID  goes  out  of  its  way  to  try  and  attract  jobs 
offshore  and  to  deprive  American  workers  of  jobs. 

Senator  Feinstein.  Then  there  is  never  an  instance  where  an 
AID  employee  approaches  an  American  company  and  says,  we  can 
locate  you  offshore  or  outside  our  territorial  borders,  and  you  can 
get  wages  of  70  cents  an  hour  and  we  will  help  train  these  work- 
ers? You  never  make  a  direct  overture  to  any  American  company, 
is  that  correct? 

Mr.  Hardy.  No;  I  also  would  not  say  that.  I  mean,  I  think  that 
that  has  happened.  There  is  certainly  no  policy,  I  believe,  in  AID 
that  has  supported  that.  But  I  think  that  people  who  have  been 
AID  employees  and  those  who  have  been  trjdng  hard  to  do  this 
have  made  that  linkage,  and  there  has  been  adverse  consequences. 
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I  think  the  point  to  note  is  that,  again,  in  the  terms  of  the  inter- 
national marketplace,  I  am  convinced  those  jobs  are  going  offshore 
anyway.  That  is  not  to  say  that  AID  should  be  in  a  position  of  pro- 
moting it,  but  it  is  to  say  that  we  need  to  recognize  that  those  jobs 
are  going  to  go  offshore.  We  need  to  be  involved  in  consciously  try- 
ing to  retrain  those  workers  and  to  try  and  promote  them,  rather 
than  to  be  in  a  position  where  we  try  to  subsidize  the  local  Amer- 
ican employment  in  industries  where  we  are  fighting  the  reality  of 
economic  competitiveness. 

And  that  is  exactly  what  we  are  doing.  We  are  making  ourselves 
less  competitive. 

Senator  Feinstein.  Well,  I  appreciate  that. 

But,  Mr.  Chairman,  I  might  ask  the  staff  of  this  committee  to 
keep  me  appraised  when  that  comes  to  our  appropriation  sub- 
committee. 

I  come  from  a  State  where  1.4  million  people  are  unemployed, 
the  second  highest  unemployment  total  in  this  Nation,  more  than 
13  other  States.  I  am  not  going  to  vote  for  an  appropriation  which 
does  that.  Because  I  am  not  interested  in  creating  public  policy 
that  makes  this  a  Third  World  country,  in  terms  of  wages. 

I  am  interested  in  helping  countries  bring  up  their  wages,  but, 
again,  not  to  the  benefit  or  disadvantage  of  our  work  force.  And  I 
think  in  California  today,  that  is  a  very  big  thing.  Because,  rightly 
or  wrongly,  that  television  show  earmarked  AID  indelibly  on  my 
mind  when  I  got  here,  I  was  going  to  do  something  about  it. 

Senator  Leahy.  If  the  Senator  would  yield.  When  the  foreign  aid 
bill  came  up  last  year,  I  wrote  an  amendment  that  blocked  export- 
ing of  U.S.  jobs  through  our  aid  program.  And  I  was  pleased  that 
I  got  very,  very  strong  bipartisan  support.  It  passed  the  Senate 
overwhelmingly,  and  we  even  strengthened  it  when  we  got  into 
conference,  and  it  was  in  the  foreign  aid  bill  that  got  signed. 

I  absolutely  agree  with  you,  it  was  a  situation  that  certainly  no- 
body in  the  Congress  wanted  to  condone,  nor  would  I  support  a  for- 
eign aid  bill  that  would  have  that  effect.  That  is  why  we  wrote  this 
amendment  in  very,  very  specific.  And  we  will  continue  to  do  spe- 
cific oversight  of  that  amendment. 

Senator  FEINSTEIN.  May  I  ask  a  question,  then. 

Right.  Then  there  is  reason  to  believe,  based  on  that  amendment, 
that  this  is  not  taking  place  anywhere  today? 

Senator  Leahy.  If  the  law  is  being  followed.  That  is  why  we  will 
do  oversight  to  make  sure  the  law  is  being  followed. 

Senator  Feinstein.  Thank  you. 

Senator  Leahy.  I  was  just  reminded  by  Eric  Newsom  that  the 
GAO  and  AID  inspector  general  are  working  on  reports  on  this 
subject  also. 

Senator  Feinstein.  Is  there  a  report  I  might  read? 

Senator  Leahy.  There  will  be. 

Senator  Feinstein.  And  when  will  that  be? 

Senator  Leahy.  Well,  AID  is  in  a  little  bit  of  disarray  at  the  mo- 
ment. But  I  assure  you,  if  the  distinguished  Senator  has  to  have 
my  copy,  she  will  have  one  of  the  first  copies  to  arrive  here. 

Senator  FEINSTEIN.  Would  it  impose  on  the  chairman  to  ask  that 
a  date  be  put  on  it,  so  that  I  not  be  put  off? 
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Senator  Leahy.  I  cannot  imagine  anybody  putting  off  the  distin- 
guished Senator  from  CaUfomia. 

Senator  Feinstein.  Well,  they  have  tried. 

Senator  Leahy.  You  may  want  to  go  back  to  your  questions  of 
the  witnesses.  I  think  it  would  probably  be  of  more  benefit  than 
questioning  me. 

Mr.  Hardy.  If  I  could  make  just  one  comment. 

We  applaud  the  growing  sensitivity  to  the  impact  of  our  AID  pro- 
grams on  U.S.  workers.  And  it  is  for  this  reason  that  we,  as  part 
of  the  business  community,  encourage  the  establishment  of  an  in- 
frastructure fund,  which  will  have  the  effect  of  supporting  high- 
value  jobs  in  the  United  States  in  critical  sectors  which  are  now 
being  adversely  affected  by  the  fact  that  our  trade  competitors  are 
using  their  aid  programs  in  ways  that  we  are  not. 

Senator  Feinstein.  Just  one  comment. 

I  have  heard  so  much  about  high-value  jobs,  and  that  this  is  a 
wonderful  thing  to  have.  I  have  a  State  that  is  absorbing  immi- 
grants and  poor  people  who  need  production  line,  so-called  low- 
value  jobs  every  day,  at  least  one-half  of  700,000  a  year  newcomers. 
And  so  the  whole  argument  of  high  value  I  think  is  not  necessarily 
a  positive  one  in  all  places. 

Mr.  Hardy.  Well,  if  I  can  respond. 

It  seems  to  me  that  we  need  to  take  into  account  both,  rather 
than  emphasizing  one  over  the  other. 

Senator  Feinstein.  That  is  right. 

Thank  you,  Mr.  Chairman. 

CAPITAL  PROJECTS 

Senator  Leahy.  Mr.  Hardy,  if  I  might  follow  up  on  your  capital 
infrastructure  fund  to  promote  development  and  U.S.  exports.  In 
the  sixties  and  the  seventies  we  were  in  the  capital  projects  busi- 
ness, but  then  we  tended  to  get  out  of  it.  We  built  a  lot  of  roads 
and  buildings  but  they  fell  into  disrepair  because  the  economies  of 
the  countries  where  they  were  built  could  not  maintain  them,  could 
not  keep  up  the  maintenance  on  infrastructure. 

And  then  we  have  some  that  just  became  kind  of  a  deposit  area 
for  corruption,  the  Helwan  Housing  Project  in  Egypt  is  a  classic  ex- 
ample. Why  would  this  not  happen,  for  example,  in  Eastern  Europe 
where  you  propose  using  this  fund,  and  how  much  are  you  going 
to  have  in  the  fund  anjrway?  I  mean  where  are  you  going  to  get 
the  money? 

I  am  not  necessarily  opposed  to  the  idea,  but  I  see  some  of  the 
problems.  I  do  not  know  how  much  it  is  going  to  be,  where  we 
would  get  it,  and  do  you  mean  shifting  things  from  humanitarian 
projects  to  capital  projects? 

Mr.  Hardy.  With  regard  to  the  first  part  of  your  question,  it 
seems  to  me  that  development  theory  and  the  practices,  whether 
it  is  the  U.S.  AID  Program  or  the  multilateral  development  banks, 
have  grown  far  more  sophisticated  in  terms  of  how  they  approach 
these  projects  than  they  did  in  the  fifties,  the  sixties,  and  the  early 
seventies.  There  are  a  number  of  examples  of  sort  of  white  ele- 
phants where  the  concept  of  a  major  project  overwhelmed  the  re- 
ality of  its  developmental  value. 
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It  seems  to  me  that  that  is  no  longer  a  significant  issue  that  we 
need  to  contend  with.  That  very  clearly  whether  a  program  were 
to  be  funded  through  the  U.S.  economic  assistance  program,  we  are 
following  a  very  different  set  and  a  much  more  closely  cir- 
cumscribed set  of  developmental  standards.  So  that  the  devel- 
opmental impact  and  benefits  of  a  major  project,  whether  it  is  a 
power  generation  project  or  a  telecommunications  project  or  what- 
ever, are  going  to  be  much  more  closely  scrutinized  than  they  were 
in  that  period. 

With  regard  to  the  second  element  of  the  question,  funding  is,  of 
course,  the  overriding  issue.  It  seems  to  me  that,  again,  we  have 
to  go  back  and  we  have  to  acknowledge  in  our  own  mind  that  eco- 
nomic benefits  to  the  United  States  indeed  do  have  a  role  to  play 
in  U.S.  foreign  assistance. 

If  we  do  that,  it  is  clearly  not  the  intent  to  create  a  sort  of  zero 
sum  situation  between  humanitarian  assistance  and  capital 
projects.  I  believe  that  there  is  play  within  the  security  side,  ESF 
funding.  That  rather  than  at  the  present  time  providing  security 
assistance  in  the  form  of  checks,  we  should  take  that  opportunity 
to  translate  those  into  projects  in  which  U.S.  firms  can  benefit  and 
in  which  the  country  itself  can  receive  some  development  benefit, 
as  opposed  to  disappearing  quickly  into  the 

Senator  Leahy.  But  we  do  not  have  much  ESF.  That  is  the  point 
I  was  making  before.  We  have  got  a  very  very  limited  amount  of 
ESF.  And  would  we  not  be  better  trying  to  use  our  influence  at 
something  like  the  World  Bank  or  doing  it  through  some  sort  of 
multilateral  form  of  financing? 

Mr.  Hardy.  The  difficulty  with  the  mulitlateral  banks,  of  course, 
is  once  you  have  transferred  American  funds  into  that  it  becomes 
governed  by  a  different  set  of  procedures,  procedures  over  which  we 
have  very  little  control  and  very  little — relatively  little  influence. 

There  is  no  question  that  given  the  limited  funds  that  are  avail- 
able now  within  the  economic  assistance  budget,  that  there  are 
tradeoffs  to  be  made.  I  guess  my  only  point  is  that  at  the  end  of 
the  day  we  need  to,  again,  recognize  that  there  are  fundamental  is- 
sues at  stake,  there  are  jobs  at  stake.  That  clearly  these  aid  pro- 
grams around  the  world  are  being  used  for  purposes  other  than  our 
own,  and  we  simply  cannot  continue  to  stand  by  and  continue  to 
allow  American  industry  and  its  competitive  presence  overseas 
erode  as  our  competitors  continue  to  capture  these  jobs  on  that 
basis. 

Senator  Leahy.  Does  anybody  else  want  to  add  anything  on  that 
subject? 

Mr.  Schneider.  Mr.  Chairman,  with  respect  to  the  ESF  pro- 
gram, I  think — I  do  not  want  to  sound  like  I  am  an  enthusiast  for 
check  writing,  but  one  of  the  activities 

Senator  Leahy.  I  have  never  thought  of  you  in  that  way,  Mr. 
Schneider. 

Mr.  Schneider.  OK.  Well,  I  thought  the  record  should  be  clear 
in  any  case.  One  of  the  objectives  that  we  have  had  in  the  manage- 
ment of  our  foreign  assistance  program  has  been  to  try  and  stimu- 
late policy  reform  in  countries.  And  it  is  often  the  case  that  the  be- 
havioral implications  of  project  assistance  are  such  that  it  does  not 
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induce  a  country  to  make  the  kind  of  policy  changes  that  you  need 
quickly. 

And  looking  at  the  case  of  Russia,  as  we  were  discussing  before, 
the  idea  of  building  up  infrastructure  over  an  extended  period  of 
time,  though  undoubtedly  necessary,  is  probably  not  the  kind  of  as- 
sistance that  will  give  them  the  incentive  to  make  the  policy 
changes  that  are  crucial  to  reforming  their  society,  both  their  econ- 
omy and  their  political  process. 

So  I  think  that  one  of  the  features  that  the  assistance  program 
should  have  is  to  be  able  to  give  the  President  the  flexibility. 
Where  a  project  will  do  the  job  in  terms  of  supporting  American 
policy  objectives,  we  should  use  it,  and  we  have  done  well  in  Egypt 
in  some  of  those  projects  there. 

But  it  is  going  to  contribute  to  the  idea  of  policy  reform  to  be  able 
to,  for  example,  finance  some  stabilization  assistance  or  unemploy- 
ment insurance  or  something  of  that  sort  that  we  might  want  to 
assist  in  a  country  we  are  trying  to  aid,  to  meet  the  President's  for- 
eign policy  objectives.  The  foreign  assistance  program  should  be 
sufficiently  flexible  to  make  that  possible. 

PRESIDENTIAL  FLEXIBILITY 

Senator  LEAHY.  One  of  the  complaints  I  have  heard  through  a 
number  of  administrations,  both  Republican  and  Democrat,  is  that 
the  earmarks  that  the  Congress  puts  on  military  assistance  and 
ESF  deprive  the  President  of  any  flexibility  in  responding  to 
changed  circumstances. 

We  have  had  some  proposals  in  the  past  to  give  the  President 
statutory  authority  to  reduce  earmarks  by,  say,  10  percent  with  no- 
tification to  the  Congress,  of  course. 

What  do  you  think  of  a  kind  of  a  proposal  like  that  to  at  least 
give  the  President  more  flexibility?  In  otner  words  if  the  Congress 
earmarks  any  ESF  or  military  assistance,  the  President,  under  the 
normal  notification  procedure,  could  reduce  it  by  10  percent. 

Mr.  Schneider.  Well,  there  is  already,  under  section  614,  some 
authority  that  the  President  has  in  connection  with  consultation 
with  the  Congress  to  be  able  to  waive  earmarks.  The  problem  is 
that 

Senator  Leahy.  It  is  almost  never  used,  though. 

Mr.  Schneider.  Yes,  well,  the  Congress  is  a  powerfully  inhibit- 
ing force.  And  having  had  my  body  thrown  on  the  wire  a  few  times 
to  perform  this  ritual  consultation,  I  can  say  that  the  [laughter]  the 
Congress  is  not  enthusiastic  about  the  use  of  the  section  614  waiv- 
er. 

I  will  say  despair  arising  from  that  experience  is  one  of  the 
things  that  led  me  to  this  alternative  approach  of  tr3dng  to  look  at 
widening  the  transfer  authorities  between  the  accounts  as  a  way 
of  addressing  this  problem. 

It  seems  that  trying  to  waive  earmarks  hits  a  particularly 
neuralgic  point  with  the  Congress,  and  it  is  perhaps  exacerbated  as 
the  appropriated  funds  are  decreasing.  So  I  am  looking  at  an  ap- 
proach that  would  widen  the  scope  of  the  resources  that  could  be 
altered  by  going  between  accounts  in  the  year  in  which  the  appro- 
priated funds  are  being  obligated,  as  well  as  being  able  to  go  back 
in  time  to  prior  year  appropriations,   deobligate  the  funds,  and 
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reobligate  them  to  a  higher  priority  function  that  is  agreeable  to 
both  the  executive  and  legislative  branches. 

Senator  Leahy.  Well,  you  mentioned  section  614  and  somebody 
said  that  it  is  thought  of  as  the  atom  bomb. 

Mr.  Schneider.  It  is  the  neutron  bomb. 

Senator  Leahy.  The  neutron  bomb  of  congressional  relations.  But 
if  there  was  something,  for  example,  that  allowed  the  President  to 
break  earmarks  up  to  10  percent  with  Congressional  approval 
under  expedited  procedures  so  it  is  realistic,  30  legislative  days  or 
20  legislative  days.  Is  that  something  that  might  make  some  sense? 

And  the  reason  I  say  that.  I  can  see,  just  like  section  614  is,  in 
some  way,  a  useless  thing  because  everybody  is  terrified  of  using 
it,  this  might  be  something  that  would  be  used  only  in  really  good 
circumstances.  It  might  also  be  used  in  some  cases  where  the  Con- 
gress knows  an  earmark  should  be  broken;  it  might  give  them  a 
face-saving  way  out  while  not  moving  quickly  to  change  it. 

I  mean  is  this  even  something  worth  thinking  about? 

Mr.  Schneider.  Well,  the  problem  confronts  the  reality  of  the 
way  in  which  the  ESF  program  is,  in  fact,  structured.  There  is  a 
$1.2  billion  ESF  earmark  where  the  check  has  to  be  out  the  door 
in  30  days.  And  so  the  idea  of,  you  know,  midcourse,  say  in  Janu- 
ary of  the  current  fiscal  year,  to  try  and  ding  the  ESF  accounts  for 
10  percent,  it  is  too  late,  the  money  is  out  the  door. 

/md  so  I  think,  focusing  on  only  the  security  assistance  accounts, 
to  manage  this  resource  flexibility  in  this  environment  is  too  nar- 
row an  approach.  And  perhaps  there  may  be  some  concept  that 
would  be  worth  considering  as  to  look  at  the  basic  section  614  au- 
thority but  broaden  the  section  614  authority  from  the  question  of 
earmarks  to  the  question  of  interaccount  transfers. 

Senator  Leahy.  Mr.  Hardy,  do  you  want  to  add  anything  to  that? 

Mr.  Hardy.  I  guess  the  difficulty  that  I  have  is  that,  once  again, 
we  go  back  to  looking  at  the  security  side  of  the  economic  assist- 
ance budget  in  isolation.  Others  look  at  the  humanitarian  side  of 
the  budget  in  isolation.  And,  of  course,  we  are  interested  in  the  eco- 
nomic or  U.S.  commercial  interests  side.  The  difficulty  that  I  think 
we  need  to  fundamentally  recognize  that  there  is  an  interplay  be- 
tween them,  that  we  cannot  just  look  at  the  security  side  in  isola- 
tion. 

I  am  sure  the  President  would  love  to  have  maximum  flexibility 
in  terms  of  how  he  might  want  to  use  those  funds.  On  the  humani- 
tarian side,  I  am  sure  that  AID  can  come  up  with  two  or  three 
times  the  existing  budget  for  development  assistance  throughout 
the  developing  world.  And  I  am  also  sure  that  we  in  the  business 
community  can  come  up  with  an  astronomical  figure  for  the  num- 
ber of  dollars  that  we  need  for  infrastructure  projects. 

So  that  constantly  there  are  needs  to  be  recognized  and  there 
needs  to  be  a  tradeoff.  And  that  there  may  be  situations  where  al- 
though the  President  ideally  would  love  to  be  able  to  write  a  check 
in  a  particular  situation,  that  the  balance  needs  to  be  struck.  That 
rather  than  a  check,  then  we  are  going  to  projectize  it. 

Or  that  humanitarian  considerations  or  developmental  assist- 
ance, such  as  in  Eastern  Europe,  that  AID,  rather  than  tradition- 
ally turning  to  its  recognized  method  of  moving  funds,  needs  to  ac- 
tually projectize  the  funding  for  Eastern  Europe.  So  that,  in  my 
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mind,  there  must  constantly  be  an  interplay  in  which  as  we  try  and 
change  one,  we  have  to  understand  what  the  implications  are.  And 
whether  we,  indeed,  view  that  change  as  being  in  our  overriding 
foreign  policy  interest. 

Senator  Leahy.  Mr.  Carothers. 

Mr.  Carothers.  I  have  no  comment  on  that  issue. 

DEMOCRATIC  CRITERIA 

Senator  Leahy.  Let  me  ask  you  this,  then,  Mr.  Carothers.  For 
years  we  seem  to  equate  democracy  with  holding  an  election,  Gua- 
temala and  El  Salvador  in  the  eighties  are  examples  of  that.  If  you 
want  to  really  push  it  I  suppose  we  could  say  there  is  a  democracy 
in  Haiti  because  they  held  an  election. 

If  our  primary  goal  of  foreign  aid  is  going  to  be  promoting  democ- 
racy, how  do  you  determine  you  are  getting  thatr  I  mean  can  you 
just  say  because  they  have  held  elections,  you  have  got  democracy? 

Mr.  Carothers.  Well,  you  certainly  cannot  say  that.  I  think  in 
general  with  democracy  assistance,  that  defining  democracy  is 
something  that  is  generally  implicit  in  the  activities.  In  that  you 
are  walking  into  a  country  and  saying  are  you  democratic  or  not, 
and  dependent  upon  that  judgment  we  are  going  to  assist  you. 

What  you  usually  look  for  is  some  movement  away  from  an  obvi- 
ously nondemocratic  government  and  say  here  is  an  opportunity  in 
which  the  government  is  weakening  and  the  people  are  rising  and 
we  want  to  help  it  in  some  way.  And  then  you  try  to  assist  it  in 
each  stage  it  goes  through,  and  usually  the  first  stage  the  people 
confront  is  the  desire  to  nave  an  election  and  to  speak  and  to  ask 
for  a  new  government. 

And  then  once  they  have  done  that,  they  are  still  not  necessarily 
a  democracy  but  they  have  taken  a  significant  step.  Then  you  try 
to  help  them  consolidate  what  appears  to  be  a  nascent  democratic 
movement  by  establishing  an  effective  government,  civic  society,  a 
really  working  political  process. 

So  there  is  no  real  magic  point  at  which  the  bell  goes  off  and  you 
say  we  have  a  democracy  here,  but  rather  it  is  a  process  and  a  se- 
ries of  stages  and  you  try  to  be  effective  at  each  of  those  stages  and 
target  your  assistance  for  what  the  appropriate  stage  is. 

Senator  Leahy.  I  realize  you  cannot  just  sit  down  and  say  here 
is  an  automatic  rule  that  is  going  to  work  every  single  place.  We 
all  know  that.  Using  the  former  Soviet  Union  as  an  example,  where 
is  the  guideline,  where  is  the  template  to  fit  that  in.  Gk)  ahead,  sir. 

Mr.  Carothers.  Yes;  if  I  could  just  make  a  comment  on  that 
very  point.  I  think  it  would  be  useful  for  everyone  involved  in  the 
issue  of  aid  to  the  former  Soviet  Union  and  particularly  to  Russia 
to  think  right  now,  in  the  calm  of  a  Tuesday  afternoon,  about  the 
issue  that  we  may  face  in  the  next  year  or  two  if  Russia  takes  a 
significant  step  backward  politically,  at  what  point  do  we  feel  that 
it  is  unacceptable  to  work  with  a  changed  government  in  Russia. 

My  general  tendency  is  not  to  want  to  cut  it  off  too  quickly,  and 
I  feel  that  Americans  tend  to,  at  a  certain  point,  want  to  draw 
black  and  white  judgments  about  a  particular  situation  and  say  we 
cannot  touch  these  people  because  they  have  suddenly  taken  what 
appears  to  be  a  nondemocratic  move,  but  that  is  often  just  the  time 
at  which  the  country  needs  the  most  support.  And  so  that  is  an 
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issue  which  is  important  to  think  about  ahead  of  time,  so  when  the 
crisis  occurs  we  do  not  panic  and  cut  off  our  nose  to  save  our  face. 
Senator  Leahy.  I  have  got  a  whole  pile  of  questions  that  I  am 
going  to  hold  on  and  some  I  may  submit  for  the  record.  I  cannot 
tell  you  how  helpful  all  of  this  has  been  to  me.  Unlike  the  usual 
practice  up  here,  I  actually  do  read  the  whole  statements  that  you 
submit.  Because  I  think  that  we  do  have  a  tremendous  opportunity 
to  take  hold  of  foreign  aid  and,  in  light  of  the  post-cold  war  situa- 
tion, see  where  we  go  now,  maybe  revamp  it,  send  it  in  a  direction 
that  makes  sense  as  we  go  into  the  next  century. 

BASE  RIGHTS  COUNTRIES 

I  am  going  to  ask  one  last  question,  Mr.  Schneider,  of  you.  We 
have  paid  over  the  years,  I  do  not  know  how  manv  billions  of  dol- 
lars for  base  rights  in  Turkey,  Greece,  and  Portugal.  We  were  going 
to  defend  them  against  the  Soviet  Union,  other  countries  too. 
Somehow  we  worked  ourself  in  to  understand  that  we  should  pay 
them  for  the  right  to  defend  them. 

It  was  a  wonderful  situation,  I  guess.  I  have  always  worried 
about  Canada  just  75  miles  from  where  my  home  is  in  Vermont 
and  I  would  love  to  be  able  to  get  a  program  where  we  could  send 
somebody  up  to  pay  me  to  defend  me  against  Canada. 

Last  year  we  converted  our  grant  military  aid  to  the  NATO  base 
rights  countries  to  loans.  Now,  my  inclination  is  to  eliminate  all 
military  assistance  to  them,  even  loans,  because  it  is  simply  dis- 
guised rent  for  bases.  Do  you  have  any  feeling  on  that,  as  we  toss 
grenades  around  here? 

Mr.  Schneider.  Yes;  I  remain  adjusted  to  being  in  the  vicinity 
of  them.  It  is  unfortunate  that  the  term  "baserights"  or  base  access 
has  become  too  readilv  associated  with  the  concept  of  rent.  If  you 
look  at  the  content  of  the  kind  of  aid  we  give  to,  say,  Turkey  or 
Portugal,  it  is  related  to  our  abilitv  to  use  the  facility  and  to  have 
the  local  forces  be  able  to  act  in  defense  of  the  facility. 

The  American  bases  that  we  have  in  Turkey,  or  the  bases  on 
which  American  forces  operate  from  Turkey  are  protected  by  Turk- 
ish forces.  They  have  an  F-16  program  that  has  been  a  very  suc- 
cessful one.  The  Turkish  Air  Force  provides  the  local  air  cover.  The 
Portuguese  provide  operation  of  the  base,  they  provide  protection 
for  the  base  in  Portugal. 

To  be  sure,  during  the  cold  war  period  our  primary  focus  for  the 
use  of  these  facilities  was  to  be  able  to  project  power  against  con- 
tingencies relating  to  the  former  Soviet  LJnion.  But  as  we  have  seen 
in  the  Desert  Storm  operation,  these  facilities  were  crucial  to  being 
able  to  project  American  military  power  into  regions  of  acute  sen- 
sitivity, the  gulf  region  and  also  the  eastern  part  of  the  Mediterra- 
nean. 

So  the  question  is,  given  that  the  cold  war  has  ended,  we  need 
to  evaluate  the  question  of  where  we  need  basing  access,  where  as- 
sist£uice  is  required  to  the  local  country  to  enable  them  to  support 
us  in  our  ability  to  project  power.  We  are  going  to  be  much  more 
dependent  on  projecting  power  from  the  continental  United  States 
in  the  future,  than  from  Europe.  Most  of  our  heavy  equipment,  as 
you  may  recall.  Senator,  came  from  Europe,  that  was  used  in 
Desert  Storm. 
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I  think  in  the  long  run  it  may  be  constructive  to  look  at  some 
of  the  ways  in  which  we  might  privatize  a  portion  of  the  financing 
to  make  sure  that  our  countries  with  whom  we  have  basing  access 
are  able  to  acquire  modem  military  equipment.  But  I  think  it  is 
prudent  to  continue  to  support  these  countries'  military  moderniza- 
tion. 

Senator  Leahy.  Thank  you.  OK,  gentlemen,  thank  you  very 
much.  Could  I  suggest  this.  As  we  go  on  with  these  hearings  and 
the  things  that  are  being  done,  if  you  hear  something  or  see  some- 
thing from  this  committee  that  you  either  agree  with  or  disagree 
with,  write  to  me  directly.  I  do  not  kill  the  messenger  and  I  really 
would  like  to  hear.  Because  we  are  trjdng.  I  do  not  know  how  suc- 
cessful we  are  going  to  be,  but  we  are  trying  and  I  would  not  have 
asked  you  here  if  I  was  not  interested  in  your  opinions. 

SUBCOMMITTEE  RECESS 

The  subcommittee  will  stand  in  recess  until  10  a.m.,  Tuesday, 
March  30,  when  we  will  hear  from  Hon.  Warren  Christopher,  Sec- 
retary of  State. 

[Whereupon,  at  4:15  p.m.,  Tuesday,  March  2,  the  subcommittee 
was  recessed  to  reconvene  at  10  a.m.,  Tuesday,  March  30.] 
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TUESDAY,  MARCH  30,  1993 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  10  a.m.,  in  room  SD-138,  Dirksen  Sen- 
ate Office  Building,  Hon.  Patrick  Leahy  (chairman)  presiding. 

Present:  Senators  Leahy,  DeConcini,  Lautenberg,  Harkin,  Mikul- 
ski,  Feinstein,  McConnell,  D'Amato,  Specter,  Nickles,  and  Mack. 

Also  present:  Senator  Stevens. 

DEPARTMENT  OF  STATE 

Office  of  the  Secretary 

statement  of  hon.  warren  christopher,  secretary  of  state 

opening  remarks  of  senator  leahy 

Senator  Leahy.  The  meeting  will  come  to  order. 

I  should  note  that  there  will  be  a  floor  vote  at  11  o'clock.  Also, 
the  Secretary's  schedule  is  very  tight  and  he  will  have  to  leave  at 
noon.  What  we  will  do  is  Senator  McConnell  and  I  will  give  short 
opening  statements,  go  directly  to  the  Secretary,  and  then,  when 
the  vote  occurs,  we  will  keep  the  meeting  going  and  continue  on  so 
that  we  can  take  turns  slipping  out  of  here  and  get  over  and  vote 
and  come  back. 

I  was  very  pleased  to  read  in  the  paper  today  that  Undersecre- 
tary Atwood,  Brian  Atwood,  is  in  line  to  become  the  Administrator 
of  AID.  I  called  Mr.  Atwood  and  offered  him  my  condolences,  and 
of  course  congratulations,  and  I  also  appreciate  the  call  from  your 
office,  from  Ms.  Sherman,  regarding  that. 

At  a  time  when  AID  has  been  adrift,  which  has  been  an  unfortu- 
nate situation  because  there  are  so  many  very  talented  men  and 
women  in  AID,  I  think  you  and  the  President  sent  a  strong  signal 
that  you  take  this  seriously  and  want  somebody  good  to  shape  up 
AID.  I  think  Brian  Atwood  is  a  superb  choice  and  he  will  get  my 
strong  cooperation  and  effort  because  I  have  known  him  for  years 
and  have  the  highest  regard  and  respect  for  him. 

Mr,  Secretary,  I  must  say  that  it  is  an  honor  having  you  here, 
and  it  is  also  a  pleasure.  You  are  someone  I  have  known  for  nearly 
20  years  and  I  have  very  high  regard  for  you  and  your  efforts  at 
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the  State  Department.   I  was  very  pleased  when  the  President 
asked  you  to  take  on  this  tour  as  Secretary  of  State. 

We  know  that  it  is  an  entirely  different  world  we  face  today  than 
we  did  just  a  few  years  ago.  The  end  of  the  cold  war  offers  probably 
as  many  challenges  and  opportunities  as  any  we  have  seen  in  my 
adult  lifetime.  I  think  it  is  time  that  we  reshape  our  foreign  aid 
program  to  reflect  these  momentous  changes  taking  place  in  the 
world.  We  have  got  to  have  a  foreign  aid  program  that  is  based  on 
innovation,  not  on  inertia.  If  we  are  going  to  be  serious  about  con- 
fronting the  huge  global  challenges  we  face,  we  will  have  to  take 
bold  steps.  I  congratulate  you  and  Deputy  Secretary  Wharton  for 
your  efforts  to  redefine  our  foreign  aid  program.  I  intend  to  do  ev- 
erything I  can  to  support  that. 

But  no  matter  how  many  reforms  there  are  in  the  world,  no  mat- 
ter how  many  countries  decide  to  move  toward  democracy,  no  mat- 
ter how  many  borders  change,  none  of  it  is  going  to  matter,  none 
of  it  is  going  to  be  influenced  by  us  if  we  simply  spend  our  foreign 
aid  dollars  the  way  we  have  in  the  past.  We  cannot  say  on  the  one 
hand  that  the  world  is  dramatically  different,  but  on  the  other 
hand  our  foreign  aid  program  is  going  to  look  exactly  the  same  as 
it  always  has. 

Now,  I  understand  you  are  not  going  to  go  into  details  about  the 
1994  budget  because  of  delays  in  getting  it  into  fmal  form.  But  let 
me  say  this,  passing  a  foreign  aid  bill  is  difficult  any  year.  In  a 
year  when  we  are  going  to  cut  domestic  spending  and  raise  taxes, 
the  idea  of  voting  to  also  spend  money  on  foreign  aid  is  not  the 
most  popular  issue  that  we  will  get  to  debate  on  the  floor  of  the 
Senate,  certainly  not  popular  with  the  people  back  home.  And  I 
think  that  passing  a  foreign  aid  bill  will  require  not  only  bipartisan 
cooperation  from  some  of  the  leading  Republicans  and  Democrats 
in  the  Senate  and  the  House  but  also  an  understanding  on  the  part 
of  the  American  people  that  the  administration  truly  is  facing  the 
new  challenges  of  the  world  with  a  foreign  aid  program  that  re- 
flects those  changes. 

Russia  is  an  obvious  example  where  bold  steps  have  to  be  taken, 
backed  up  by  necessary  resources.  I  have  spoken  to  vou  a  number 
of  occasions  about  that.  I  have  spoken  with  the  President  a  number 
of  occasions  about  it.  And  I  think  that  all  Americans  know  that  we 
have  a  great  deal  at  stake  at  the  President's  meeting  in  Vancouver 
in  the  next  few  days.  I  wish  him  well  in  that. 

I  welcomed  your  speech  in  Chicago.  I  have  compared  it  with 
things  that  I  and  others  have  been  saying  and  I  found  a  lot  of  simi- 
larity. That  made  me  very,  very  comfortable.  I  believe  nothing  is 
more  important  for  our  national  security  than  the  success  of  demo- 
cratic and  economic  reforms  in  Russia.  I  have  suggested  ways  to 
significantly  enhance  our  support  for  Russia.  I  passed  those  on  to 
you  and  to  the  President  and  I  appreciate  the  fact  that  the  Presi- 
dent has  taken  them  seriously.  In  certain  discussions  I  have  had 
with  him,  it  is  obvious  that  he  is  considering  those  and  other  op- 
tions at  length. 

I  am  very  concerned  about  the  Middle  East  and  I  am  convinced 
there  is  a  real  opportunity  for  peace.  I  get  that  impression  from  my 
own  talks  with  U.S.  officials  and  with  the  leaders  of  the  countries 
involved.  But  I  do  not  think  the  chance  for  peace  is  going  to  last 
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very  long.  It  is  going  to  take  some  very  hard  decisions.  It  is  going 
to  take  a  number  of  risks,  especially  by  Israel.  I  do  not  believe 
those  decisions  will  be  made  and  the  negotiations  advance  unless 
there  is  direct  U.S.  involvement. 

Everybody  I  have  talked  with  tells  me  to  really  accomplish  what 
anything  will  require  direct  U.S.  involvement.  U.S.  leadership, 
ideas  and  diplomacy  are  indispensable  if  this  historic  opportunity 
is  to  be  seized.  I  was  pleased  that  you  made  your  first  trip  abroad 
in  that  part  of  the  world. 

Last,  I  want  to  congratulate  you  on  the  steps  you  are  taking  to 
review  the  conduct  of  the  State  Department  on  El  Salvador  during 
the  past  decade.  As  one  who  opposed  that  policy  and  had  my  ques- 
tions about  human  rights  answered  with  lies  and  half-truths  by  ad- 
ministration officials,  I  welcome  this  review.  I  believe  our  intel- 
ligence agencies  need  to  carry  out  the  same  kind  of  review  if  we 
are  going  to  get  the  truth  about  our  Government's  knowledge  of 
human  rights  abuses  in  El  Salvador. 

Just  before  this  meeting,  you  and  I  discussed  El  Salvador,  and 
as  you  know,  I  feel  that  we  should  take  every  effort  to  declassify 
everything  we  can  about  that. 

Let  me  yield  to  Senator  McConnell,  and  then,  of  course,  we  look 
forward  to  hearing  from  you. 

OPENING  REMARKS  OF  SENATOR  MC  CONNELL 

Senator  McCONNELL.  Mr.  Secretary,  we  are  glad  to  have  you 
here  in  your  debut  before  this  subcommittee.  It  is  also  a  first  for 
me  as  the  new  ranking  member  of  this  subcommittee. 

I,  too,  want  to  commend  you  for  resolving  the  AID  leadership 
issue.  I  think  that  it  is  extremely  important,  and  I  am  happy  with 
your  success  in  concluding  who  ought  to  lead  that  important  agen- 
cy- 
Over  the  past  several  years  we  have  seen  a  decline  in  both  public 
and  congressional  support  for  American  involvement  abroad.  The 
Presidential  campaign  demoted  foreign  policy  concerns  almost  to  a 
point  of  insignificance.  I  think  we  can  all  breath  a  sigh  of  relief 
that  the  election  is  behind  us,  but  unfortunately,  the  issues  we  ig- 
nored, the  problems  that  were  put  on  hold,  are  still  very  much  with 
us. 

Close  to  home,  the  high  hopes  we  had  for  economic  freedom  and 
democracy  in  Nicaragua  and  Haiti  are  crumbling.  Virtually  every 
continent  is  embroiled  in  conflict  and  challenged  by  major  changes: 
Bosnia,  Angola,  Burma,  the  Korean  Peninsula,  Iraq,  Somalia — ^the 
list  could  go  on  and  on.  In  fact,  I  sometimes  wonder  if  we  have  an 
infinite  capacity  for  human  suffering.  These  are  difficult  times  we 
face,  with  the  future  very  much  uncertain.  But  within  the  problems 
and  uncertainties  there  lie  possibilities,  particularly  if  we  work  to- 
gether in  forging  a  supportable  consensus. 

As  we  look  over  our  troubled  global  landscape,  I  think  it  is  worth 
noting  that  in  areas  where  you  inherited  crises — in  particular,  Rus- 
sia, Somalia,  Bosnia,  and  Haiti — President  Clinton  wisely  has  sus- 
tained the  Bush  administration's  policy.  In  Russia,  he  is  seeking 
ways  to  offer  meaningful  help  to  secure  democracy  and  economic 
reforms.  In  Somalia,  Operation  Restore  Hope  will  be  carried  to  a 
successful  conclusion  shortly.  In  Haiti,  you  turned  a  rescue  effort 
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into  a  virtual  blockade  to  prevent  the  senseless  loss  of  life  of  hun- 
dreds of  refugees.  And  in  Bosnia,  at  least  for  the  time  being,  there 
is  a  reluctance  to  commit  American  troops  to  certain  death  in  a 
battle  for  the  Balkans. 

In  your  prepared  statement  you  mention  your  plans  to  restruc- 
ture the  State  Department  to  more  effectivelv  address  the  post-cold 
war  challenges.  I  completely  support  your  plans,  particularly  since 
they  seem  to  rely  on  a  report  called  State  2000,  a  new  model  for 
managing  foreign  affairs  which  was  prepared  for  Secretary  Baker 
and  released  in  January  1993.  Well,  Mr.  Secretary,  as  they  say,  so 
far,  so  good.  If  you  continue  on  this  course  I  think  you  will  find  a 
strong  measure  of  Republican  support. 

Before  I  close,  let  me  add  one  final  point.  Like  you,  I  have  heard 
all  the  rhetoric  that  with  the  end  of  the  cold  war  America  now 
stands  at  a  crossroads,  that  we  are  at  a  turning  point  in  history. 
I  agree  with  your  approach  to  revamp  both  the  national  security 
structure  and  goals  to  meet  those  urgent  needs,  but  I  think  it  is 
also  time  for  all  of  us  to  recognize  that  to  advance  our  long-term 
strategic  and  economic  interests  we  must  both  revamp  and  expand 
foreign  aid.  I  simply  do  not  see  how  we  can  squeeze  existing  re- 
sources to  produce  sufficient  support  to  meet  crucial  emerging  pri- 
orities. 

I  recognize  this  view  is  not  particularly  popular.  At  least  not  yet. 
Many  would  rather  argue  we  should  curb  foreign  aid  based  on  well- 
documented  examples  of  fraud  or  abuse  in  specific  programs  which 
a  member,  the  media,  or  GOA  may  have  uncovered.  There  is  no 
doubt  there  are  some  programs  which  could  be  improved  and  oth- 
ers which  should  be  terminated.  But  by  and  large,  our  assistance 
has  served  our  vital  interests  and  served  them  very  well. 

I  do  not  believe  we  can  help  secure  the  very  survival  of  democ- 
racy and  economic  freedom  in  Russia,  for  example,  by  pinching 
pennies  from  programs  which  provide  immunizations  for  children, 
protect  rain  forests,  or  preserve  peace  in  the  Middle  East.  And  Rus- 
sia is  just  one  of  the  many  new  important  priorities  that  we  have 
before  us. 

So,  Mr.  Secretary,  I  look  forward  to  working  with  you  and  your 
team  at  the  State  Department,  and  again,  congratulations  on  re- 
solving the  leadership  issue  for  AID.  We  look  forward  to  hearing 
from  you  this  morning. 

PREPARED  STATEMENT 

Senator  Leahy.  Thank  you.  And  I  also  want  to  welcome  Senator 
McConnell  in  his  new  role  as  the  ranking  member  of  this  sub- 
committee, and  I  look  forward  to  working  with  him.  At  this  point, 
if  there  is  no  objection,  I  ask  that  a  statement  by  Senator  DeCon- 
cini  be  placed  in  the  record.  He  had  to  attend  another  hearing  and 
will  be  here  shortly. 

[The  statement  follows:] 

Statement  of  Senator  DeConcini 

Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  appreciate  your  appearance  here  before  the  Subcommittee  today. 
I  must  say  that  I  do  not  envy  your  task.  The  world  has  always  been  a  dangerous 
and  variable  place,  but  it  is  especially  so  today.  From  Somalia,  to  Bosnia,  to  India, 
to  El  Salvador  our  previous  cold  war  concepts  about  multilateral  and  bilateral  policy 
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and  aid  are  being  tossed  aside.  However,  I  am  increasingly  puzzled  and  concerned 
about  what  new  ndes,  if  any,  are  being  written  to  replace  them. 

The  question  that  comes  to  mind  immediately,  however,  is  what  definition  or  vi- 
sion does  the  Clinton  Administration  have  of  the  concept  of  "collective  sectuity?" 
The  Administration  has  made  very  carefully  crafted  statements  about  the  need  to 
support  "democracy"  in  Russia  and  also  that  President  Yeltsin  is  the  leader  of  the 
"democratic  reformers"  in  Russia.  While  these  statements  are  accurate  on  their  face, 
other  questions  spring  to  mind. 

What  are  our  objectives  regarding  aid  to  Russia?  Do  we  mean  to  aid  Russia  only, 
or  do  we  also  want  to  solidify  the  independent  status  of  the  former  Soviet  republics? 
Does  not  stability  in  the  region  depend  on  the  stability  of  the  now  sovereign  repub- 
lics as  much  as  it  does  on  the  economic  stability  of  Russia? 

Perhaps  we  have  a  "superpower"  complex.  Perhaps  we  are  not  comfortable  with 
the  concept  of  being  the  world's  only  major  power  and  that  we  need  another  "super- 
power" against  which  we  can  judge  ourselves  and  our  actions.  For  instance,  we  all 
agree  that  the  Russian  economy  is  in  dire  straights,  but  then  so  are  the  economies 
of  other  large  countries  such  as  Brazil,  Nigeria,  Egypt,  and  India.  Why  are  we  not 
putting  together  major  aid  packages  for  them?  Is  the  real  reason  that  we  are  as  con- 
cerned about  Russia  as  opposed  to  Nigeria  is  because  of  our  cold  war  hangover  and 
the  fact  that  Russia  has  nuclear  weapons?  If  that  is  the  case,  should  we  not  also 
be  equally  as  concerned  in  ovir  public  statements  about  Ukraine,  Belarus,  and 
Kazakhstan — after  all,  they  also  have  nuclear  weapons.  And,  if  that  is  true,  does 
it  not  also  mean  that  we  should  focus  the  majority  of  our  efforts  now  on  addressing 
Russia's  nuclear  weapons-related  issues  as  opposed  to  the  economic  problems? 

Additionally,  if  we  allow  Russia  to  block  effective  action  against  Serbia  in  the 
United  Nations  Security  Council,  what  precedent  does  that  establish  for  collective 
actions  through  the  CSCE?  What  is  meant  by  "collective  seciuity"  if  Russia  refuses 
international  efforts  to  resolve  the  conflicts  in  Georgia  or  Nagorno-Karabakh?  What 
will  "collective  security"  mean  five  years  fi"om  now?  Will  it  just  be  the  United  States 
and  Russia  calling  the  shots,  with  France  and  Great  Britain  as  8um)orting  actors, 
or  will  it  be  a  much  more  broadly  implemented,  international  concept? 

These  are  questions  with  which  I  have  been  struggling  for  some  time.  Unfortu- 
nately, the  last  Administration  ducked  these  significant  issues  and,  in  many  cases, 
they  were  left  to  fester  until  they  reached  the  point — as  in  Bosnia-Hercegovina— 
where  some  action  must  be  taken  and  the  options  are  limited  at  best.  I  am  certain 
that  you  and  otiiers  within  the  Administration  are  also  grappling  with  these  issues 
and  concepts.  "They  cannot  be  easily  resolved,  but  they  must  be  addressed  and  a 
clear  national  consensus  should  be  formulated.  And,  as  you  well  know,  the  President 
must  clearly  articulate  this  vision  to  the  nation  and  the  world.  I  look  forward  to 
working  with  you  and  the  President  toward  that  end. 

SUMMARY  STATEMENT  OF  SECRETARY  CHRISTOPHER 

Senator  Leahy.  Mr.  Secretary,  it  is  all  yours. 

Secretary  Christopher.  Thank  you,  Mr.  Chairman  and  members 
of  the  committee.  With  your  permission,  I  have  shortened  my  state- 
ment very  considerably  this  morning  with  the  hope  that  you  might 
put  the  entire  statement  in  the  record. 

Senator  LEAHY.  It  will  be. 

Secretary  Christopher.  I  want  to  allow  the  maximum  time  for 
your  questions. 

My  appearance  here  today,  Mr.  Chairman  and  members  of  the 
committee,  marks  what  I  hope  will  be  the  beginning  of  a  productive 
relationship  with  the  members  of  this  committee,  not  only  today 
but  in  the  months  and  years  ahead.  I  look  forward  to  cooperating 
with  all  of  you  on  both  sides  of  the  aisle  as  we  in  the  administra- 
tion work  to  try  to  advance  President  Clinton's  strategy  for  na- 
tional renewal. 

I  am  convinced  that  foreign  policy  must  play  an  important  role 
in  that  renewal,  that  the  separation  between  foreign  and  domestic 
policy  is  an  artificial  one  that  we  really  must  recognize. 

As  you  said,  Mr.  Chairman,  the  fiscal  year  1994  budget  will  be 
presented  in  a  few  days.  It  is  a  transitional  budget.  It  begins  the 
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process  of  redirecting  our  foreign  policy,  refocusing  our  foreign  af- 
fairs budget,  and  reforming  our  foreign  policy  institutions.  These 
policies,  those  budgets,  these  institutions,  must  serve  to  promote 
the  three  overarching  goals  of  President  Clinton's  policy  for  this 
new  era,  revitalizing  our  economy  here  in  the  United  States,  mod- 
ernizing our  security,  and  promoting  democracy  and  human  rights. 

Of  course,  achieving  these  goals  will  require  a  lot  more  than  just 
a  declaration  of  principles.  Success  will  take  sustained  diplomacy 
that  looks  beyond  this  week's  or  next  month's  crisis.  It  will  demand 
a  flexible  diplomacy  that  uses  the  full  range  of  bilateral,  regional, 
and  multilateral  tools  at  our  disposal.  It  will  require  an  activist  di- 
plomacy that  puts  a  premium  on  timely  prevention  rather  than 
costly  cure. 

Our  fiscal  year  1994  budget  is  a  tough  budget  for  tough  times. 
It  marks  a  step  toward  a  more  focused  budget  that  directly  links 
our  foreign  policy  priorities  to  improving  the  daily  lives  of  our  citi- 
zens. I  hope  when  you  see  the  budget  you  will  see  that  we  have 
taken  a  big  step  this  year  to  try  to  redesign  it  in  a  way  so  as  to 
group  the  various  items  we  are  asking  for  under  the  functions  of 
the  Department  in  a  way  that  makes  it  much  more  understandable 
and  much  more  within  your  capacity  to  assess  which  items  you 
want  to  increase  and  which  items  you  want  to  hold  steady. 

That  budget  will  not  be  transmitted  until  next  week.  I  cannot 
discuss  it  in  detail,  but  what  I  want  to  do  in  a  few  minutes  of  intro- 
duction is  to  mention  some  of  the  priorities  that  will  be  emphasized 
in  this  budget  that  is  coming  up. 

First,  our  budget  will  support  democracy  and  human  rights. 
America's  stake  in  promoting  democracy  is  especially  high  in  coun- 
tries like  Russia,  Ukraine,  and  the  other  States  of  the  former  So- 
viet Union.  Next  week's  summit  in  Vancouver  between  President 
Clinton  and  President  Yeltsin  will  be  something  that  would  have 
been  unimaginable  a  few  years  ago,  a  meeting  of  freely  elected 
leaders,  a  meeting  of  fellow  democrats,  one  from  Russia  and  one 
from  the  United  States. 

Assisting  democracy  in  the  former  Soviet  Union,  and  indeed  all 
around  the  world,  is  much  more  than  a  helping  hand.  It  is  much 
more  than  charity.  It  is  an  investment  in  American  security  and 
American  prosperity.  It  is  a  way  to  forward  America's  own  inter- 
ests. 

Another  priority,  Mr.  Chairman  and  members,  our  budget  also 
promotes  enhanced  multinational  peacekeeping  and  peacemaking. 
The  tragedies  in  Somalia  and  the  Balkans  bear  grim  witness  to  the 
price  of  international  delay.  Here,  international  peacekeeping,  es- 
pecially by  the  United  Nations,  can  and  must  play  a  critical  role. 
Capabilities  must  be  enhanced  to  permit  prompt,  effective,  preven- 
tive action.  And  the  United  States  must  be  prepared  to  pay  its  fair 
share.  Millions  invested  in  peacekeeping  today  can  save  hundreds 
of  millions  in  relief  and  defense  expenditures  tomorrow. 

To  mention  another  priority,  our  fiscal  year  1994  budget  will  also 
stress  nonproliferation.  We  must  assist  the  States  of  the  former  So- 
viet Union  to  control  and  account  for  their  nuclear  material,  and 
we  must  help  them  and  other  countries  to  establish  effective  export 
control  systems  for  weapons  of  mass  destruction  and  for  their  deliv- 
ery systems.  We  must  also  strengthen  the  international  supplier 
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regimes  and  actively  support  existing  and  new  arms  control  agree- 
ments. In  short,  we  must  pursue  a  comprehensive  strategy  to  halt 
and  reverse  proliferation. 

Another  priority  will  be  our  new  global  agenda.  Population  and 
the  environment  cannot  be  secondary  foreign  policy  priorities  any 
longer,  nor  can  the  stemming  of  the  spread  of  diseases  like  AIDS 
or  addressing  the  fragile  causes  and  effects  of  refugee  migration  be 
put  on  the  back  burner  any  longer.  Advancing  our  global  agenda 
is  a  human  investment  with  real  human  returns. 

Just  as  important  as  how  much  we  spend  on  foreign  policy  is 
how  we  spend  it.  I  am,  therefore,  committed  to  a  broad-based  re- 
form of  our  foreign  policy  institutions.  We  have  made  a  good  start 
at  the  Department  and  another  time  I  would  like  to  tell  you  about 
this  in  detail.  But  what  we  really  want  to  do  is  to  try  and  reorga- 
nize the  Department  to  mirror  the  new  era  and  the  missions  we 
have  in  the  new  era. 

We  cannot  stop  with  our  reform  in  the  traditional  State  Depart- 
ment and  the  regional  bureaus.  I  have  asked  Deputy  Secretary 
Wharton  to  examine  U.S.  foreign  assistance  in  the  role  of  the  Agen- 
cy for  International  Development  and  report  to  me  his  rec- 
ommendations for  reform  by  the  end  of  April. 

As  you  have  said,  Mr.  Chairman,  and  also  Senator  McConnell, 
the  President  has  now  asked  Brian  Atwood,  who  was  slated  to  be 
our  Undersecretary  for  Management,  to  assume  instead  the  chal- 
lenging job  as  director  of  AID.  I  want  to  tell  you  that  I  think  he 
is  exactly  the  right  person  for  this  tough  job.  He  will  bring  to  AID 
the  management  skills  that  he  has  alreadv  shown  in  the  reorga- 
nization of  the  State  Department  and  as  he  has  shown  over  the 
years  in  other  activities.  As  I  say,  he  is  the  right  man  for  the  job. 

Our  reform  agenda  will  require  close  coordination  with  Congress 
as  we  move  ahead,  and  I  want  to  assure  the  committee  that  we  will 
give  you  our  full  cooperation  as  we  reorient  our  budget  and  restruc- 
ture our  institutions. 

In  conclusion,  let  me  say  that  our  administration.  President  Clin 
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in  Chicago  last  week,  I  was  struck  again  by  the  tremendous  eager- 
ness that  Americans  have  to  be  fully  engaged  in  foreign  policy.  My 
audience  was  very  well  informed  about  world  events  and  keenly  in- 
terested in  our  initiatives  in  the  former  Soviet  Union  and  else- 
where. 

PREPARED  STATEMENT 

I  think  that  our  task  as  policymakers  is  to  engage  the  extraor- 
dinary intelligence  of  our  citizens,  harness  their  boundless  ener- 
gies, and  emulate  their  high  purposes.  I  was  very  pleased  to  hear 
Senator  McConnell  refer  to  foreign  aid  as  something  that  people 
might  not  yet  support  but  given  a  full  understanding  of  the  issues 
would  come  to  do  so. 

By  putting  the  American  people  first,  by  dealing  with  them  di- 
rectly and  honestly,  talking  sense  to  them,  we  can  ensure  that  our 
own  great  country  will  remain  first  among  the  world's  nations. 

Thank  you  very  much,  Mr.  Chairman. 

[The  statement  follows:] 
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Statement  of  Hon.  Warren  Christopher 

Mr.  Chairman,  my  appearance  here  today  marks  what  I  hope  will  be  the  begin- 
ning of  a  productive  relationship  with  the  members  of  this  Subcommittee  during  the 
months  and  years  ahead.  I  look  forward  to  cooperating  with  all  of  you  as  we  in  the 
Administration  work  to  advance  President  Clinton's  strategy  for  national  renewal. 
I'm  convinced  that  foreign  policy  can  and  must  play  a  critical  part  in  that  renewal. 
Our  policies  must  plainly  reflect  the  new  international  realities  of  the  post-cold  war 
era.  But  they  must  also  be  more  closely  integrated  with  our  domestic  agenda.  And 
they  must  directly  promote  the  well-being  of  all  Americans. 

Last  week,  I  traveled  to  Chicago  to  speak  about  our  nation's  critical  interest  in 
the  future  of  the  former  Soviet  Union.  This  was  just  the  first  of  many  such  speeches 
in  the  months  ahead.  The  Administration  intends  to  take  foreign  affairs  to  the 
American  people,  explaining  our  initiatives,  justifying  our  expenditures,  and  seeking 
their  support.  I  ask  you,  in  your  own  districts  and  around  the  country,  to  join  us 
as  we  forge  a  full  foreign  policy  partnership  with  the  American  people. 

That  partnership,  I  believe,  is  crucial.  Our  citizens  demand  that  every  tax  dollar 
spent  on  foreign  affairs  be  justified  in  terms  of  their  interests  and  values.  And  they 
are  right. 

The  fiscal  year  1994  budget  we  will  present  in  a  few  days  is  a  transitional  budget. 
It  signals  the  Administration's  commitment  to  meeting  the  very  new  challenges  we 
face  abroad.  It  begins  the  process  of  redirecting  our  foreign  policy,  refocusing  our 
foreign  affairs  budget,  and  reforming  our  foreign  policy  institutions. 

OUR  FOREIGN  POUCY  GOALS 

Those  policies,  those  budgets,  and  those  institutions  must  serve  to  promote  the 
three  overarching  goals  President  Clinton  has  set  for  American  foreign  policy  in  the 
post-cold  war  era:  revitalizing  our  economy,  modernizing  our  security  structures, 
and  promoting  democracy.  Let  me  take  these  goals  one  bv  one: 

First,  we  must  revitalize  the  American  economy.  This  hinges,  above  all,  on  prompt 
Congressional  passage  of  the  President's  economic  program.  As  the  world  s  most 
powerful  economy,  its  largest  market,  and  its  leading  exporter  we  must  use  all  the 
tools  at  our  disposal — including  macroeconomic  coordination  among  the  industrial 
democracies,  the  negotiation  of  a  new  GATT  accord,  the  speedy  conclusion  of  the 
North  American  Free  Trade  Agreement  with  protection  for  workers  and  the  environ- 
ment, and  vigorous  export  promotion — to  generate  growth  here  at  home  and  bring 
down  barriers  to  our  goods  and  services  world-wide. 

Second,  we  must  modernize  our  security  structures  to  mirror  post-cold  war  reali- 
ties. We  must  adapt  our  military  forces  to  address  enduring  and  emerging  threats 
to  our  national  security.  With  our  partners,  we  must  mold  old  alliances,  like  NATO, 
to  meet  new  missions.  We  need  more  robust  international  peacekeeping  capabilities 
to  address  the  challenges  to  international  peace  posed  by  ethnic  and  regional  con- 
flicts. And  we  require  stronger  nonproliferation  regimes  if'^we  are  to  stem  the  spread 
of  dangerous  weapons  and  technology. 

Third,  we  must  encourage  the  democratic  revolution  that  has  swept  much  of  the 
world.  By  strengthening  democracy,  human  rights,  and  fi-ee  markets,  we  do  more 
than  honor  the  universal  values  upon  which  our  nation  is  founded.  We  help  ensure 
our  own  security  and  prosperity.  Democracies  make  more  reliable  partners  in  diplo- 
macy, trade,  arms  agreements,  and  global  environmental  protection.  Democracy 
can't  be  imposed  from  above;  by  its  very  nature,  it  must  be  built,  often  slowly,  at 
the  grass-roots  level.  We  should  embrace  and  encourage  this  process  by  patient  sup- 
port for  democratic  institution-building  around  the  world. 

All  three  of  these  goals  are  vitally  at  stake  today  in  the  former  Soviet  Union.  If 
the  forces  of  freedom  prevail  in  Russia,  Ukraine,  and  the  other  newly  independent 
states,  we  will  acquire  partners  in  peace,  open  vast  new  opportunities  for  our  goods 
and  services,  and  see  our  national  ideals  flourish  on  once  nostile  soil.  If  that  trou- 
bled region  slides  into  anarchy,  however,  or  dictatorship  returns,  we  could  face  a 
very  different  future:  a  future  of  dangerous  insecurity,  rising  defense  budgets,  closed 
markets,  and  captive  peoples.  Americans  have  a  real  material  and  moral  stake  in 
the  historic  drama  being  played  in  the  former  Soviet  Union. 

Achieving  our  goals  in  Russia  and  elsewhere,  however,  will  require  more  than  a 
declaration  of  principles.  Success  will  take  a  sustained  diplomacy  that  looks  beyond 
this  week's  or  next  month's  crisis.  It  will  demand  a  flexible  diplomacy  that  uses  the 
full  range  of  bilateral,  regional,  and  multilateral  tools  at  our  disposal.  It  will  require 
an  activist  diplomacy  that  puts  a  premium  on  timely  prevention,  rather  than  costly 
cure. 

And  it  will  take  resources — human  resources,  financial  resources. 
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OUR  FOREIGN  AFFAIRS  BUDGET 

Our  fiscal  year  1994  budget  will  be  a  tough  budget  for  tough  times.  At  a  time 
of  austerity,  uie  American  people  expect — and  deserve — no  less.  It  will  be  an  innova- 
tive budget  that  accepts  austerity  as  a  challenge  to  change.  But,  above  all,  it  marks 
a  step  towards  a  focused  budget  that  directly  links  our  foreign  policy  priorities  to 
improving  the  daily  lives  of  our  citizens. 

As  you  know,  the  formal  budget  will  be  transmitted  to  Congress  next  week.  I 
therefore  can't  discuss  our  funding  request  in  detail.  But  I  can  highlight  a  few  of 
our  budgetary  priorities.  All  represent  investment  in  the  future. 

Our  fiscal  year  1994  budget  will  support  democracy  and  human  rights.  Respect 
for  the  dignity  of  the  human  being  is  as  vital  to  international  stability  as  respect 
for  the  integrity  of  borders.  America's  stake  in  promoting  democracy  is  especially 
high  in  Russia,  Ukraine,  and  the  other  states  of  the  former  Soviet  Union.  Next 
month's  Summit  in  Vancouver  between  Presidents  Clinton  and  Yeltsin  will  be  some- 
thing unimaginable  only  a  few  years  ago:  a  meeting  of  freely  elected  leaders,  a  meet- 
ing of  fellow  democrats.  Assisting  democracy  in  Qie  former  Soviet  Union  and,  in- 
deed, around  the  world,  is  more  tiian  a  helping  hand.  It  is  an  investment  in  Amer- 
ican security  and  American  prosperity. 

We  should  neither  overestimate  our  ability  to  influence  events  in  the  former  So- 
viet Union  nor  underestimate  the  difficulties  involved  in  assisting  democracy  in 
Russia  and  the  other  newly  independent  states.  The  task  is  daunting.  It  will  require 
unparalleled  cooperation  with  international  institutions,  the  other  industrial  democ- 
racies, and  private  groups.  And  it  will  require  extraordinary  creativity  on  our  own 
Rart  in  the  delivery  of  our  assistance.  But  it  is  worth  the  effort.  As  the  President 
as  pointed  out:  "If  we  were  willing  to  spend  trillions  of  dollars  to  ensure  Com- 
munism's defeat  in  the  cold  war,  surely  we  should  be  willing  to  invest  a  tiny  fraction 
of  that  to  support  democracy's  success  where  Communism  had  failed." 

Our  budget  also  promotes  enhanced  multinational  peacekeeping  and  peace- 
making. The  end  of  the  cold  war  has  unleashed  long-suppressed  ethnic,  rehgious, 
and  regional  conflict  in  Eastern  Europe,  the  former  Soviet  Union,  and  elsewhere. 
But  it  has  also  opened  up  new  possibilities  for  international  cooperation.  Our  task 
is  to  harness  that  cooperation  to  contain  and,  far  more  importantly,  to  prevent  con- 
flict. The  tragedies  of  Somalia  and  the  Balkans  bear  grim  witness  to  the  price  of 
international  delay — a  human  price  paid  daily  in  pain,  privation,  and  death.  Here, 
international  peacekeeping — especially  by  the  United  Nations — can  and  must  play 
a  critical  role.  Capabilities  must  be  eriJianced  to  permit  prompt,  effective,  preventive 
action.  And  the  United  States  must  be  prepared  to  pay  its  fair  share.  MilUons  in- 
vested in  peacekeeping  may  save  hundreds  of  millions  in  relief  and  defense  expendi- 
tures tomorrow. 

Our  fiscal  year  1994  budget  will  also  stress  nonproliferation.  Saddam  Hussein  has 
taught  the  world  that  weapons  of  mass  destruction,  especially  combined  with  missUe 
technology,  can  transform  a  petty  tyrant  into  a  threat  to  world  peace.  We  must  as- 
sist the  new  states  of  the  former  Soviet  Union  to  control  and  account  for  nuclear 
material  and  help  them  and  other  countries  to  establish  effective  export  control  sys- 
tems for  weapons  of  mass  destruction  and  delivery  systems.  We  must  also  strength- 
en international  supplier  regimes  and  aggressively  support  existing  and  new  con- 
ventional and  nonconventional  arms  control  agreements.  We  must  pursue,  in  short, 
a  comprehensive  strategy  to  halt  and  reverse  proliferation. 

Another  priority  will  be  our  new  global  agenda.  Population  and  the  environment 
can't  be  secondary  foreign  policy  priorities;  nor  can  stemming  the  spread  of  diseases 
like  AIDS  or  addressing  the  tragic  causes  effects  of  refugee  migration.  By  encourag- 
ing responsible  population  programs,  we  assist  poor  countries  to  achieve  sustainable 
growth.  By  moving  actively  to  counter  environmental  degradation,  we  can  improve 
the  quality  of  life  in  poor  and  rich  countries  alike.  And  by  combating  international 
menaces  like  narcotics  and  terrorism,  we  make  America  and  the  world  a  safer  place. 
Advancing  our  global  agenda  is  a  human  investment  with  real  human  returns. 

These  priorities — ^these  investments — will  be  prominent  in  our  fiscal  year  1994 
budget  presentation.  Some  may  require  modest  increases  in  funding.  But  all  reflect 
a  renewed  and  sharper  focus.  And  all  will  be  met  within  stringent  overall  budgetary 
limits. 

OUR  FOREIGN  POLICY  INSTITUTIONS 

Just  as  important  as  how  much  we  spend  on  foreign  policy,  however,  is  how  we 
spend  it.  Our  foreign  affairs  institutions,  including  the  Department  of  State,  are 
creatures  of  the  cold  war.  They  evolved  during  a  period  when  our  nation  faced  one 
overwhelming  threat— Communism — and  when  budget  deficits  were  something  to  be 
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worried  about  tomorrow.  An  obsolete  division  of  labor,  a  stifling  bureaucracy,  or  a 
cumbersome  policy  process  are  simply  luxuries  we  can  no  longer  afford. 

I'm  therefore  committed,  Mr.  Chairman,  to  broad-based  reform  of  our  foreign  af- 
fairs institutions. 

We  have  made  a  good  start  at  the  Department  of  State.  The  reorganization  plan 

I  proposed  last  month  includes  the  designation  of  the  Deputy  Secretary  and  five 
Under  Secretaries  as  my  principal  foreign  policy  advisors.  Portfolios  will  be  shifted 
to  mirror  post-cold  war  missions.  With  the  consent  of  the  Congress,  we  intend  to 
create  a  new  Under  Secretary  for  Global  Affairs  responsible  for  issues  as  varied  but 
critical  as  human  rights,  democracy,  the  environment,  refugees,  narcotics,  and  ter- 
rorism, as  well  as  an  Ambassador-at-Large  and  Special  Advisor  to  manage  the  fall 
range  of  our  relations  with  Russia  and  the  other  newly  independent  states.  We  also 
intend  to  upgrade  and  strengthen  the  Department's  economic  and  business  capabili- 
ties. Finally,  our  plan  will  also  reduce  excessive  layering  within  the  Department  of 
State  and  streamline  our  policy  process.  Our  objective  is  quicker  policy-making, 
more  open  policy-making,  and,  most  importantly,  better  policy-making. 

I've  made  State  Department  reform  a  top  priority  for  our  management  team  head- 
ed by  Cliff  Wharton  and  Brian  Atwood.  We  need  to  improve  the  way  we  in  the  Exec- 
utive Branch  manage  the  international  affairs  budget  process  and  assure  clearer  fi- 
nancial accountability  for  our  operations.  We  must  invest  in  better  training  for  our 
personnel,  both  Foreign  and  Civil  Service.  And  we  must  work  to  ensure  that  the 
face  the  Department  shows  the  world  is  an  American  face  in  all  America's  diversity. 

But  reform  can't  stop  with  the  Department  of  State.  I've  asked  Deputy  Secretary 
Wharton  to  examine  U.S.  foreign  assistance  and  the  role  of  the  Agency  for  Inter- 
national Development  and  report  to  me  with  his  recommendations  for  reform  before 
the  end  of  April.  AID,  like  State,  must  adapt  to  post-cold  war  realities.  AID,  like 
State,  must  streamline  and  restructure. 

At  a  time  when  the  American  people  are  focused  on  renewal  at  home,  they  rightly 
ask  hard  questions  about  foreign  assistance.  And  so  do  you,  as  their  elected  rep- 
resentatives. During  an  era  of  dramatic  change  abroad  and  tight  budgets  here  at 
home,  we  need  to  rejustify  our  aid  programs  to  our  citizens.  In  the  short  time  since 
the  Administration  has  come  into  ofBce,  we've  sought  to  reorient  our  foreign  assist- 
ance on  key  priorities  like  building  democracy,  supporting  sustainable  development, 
stimulating  global  growth,  promoting  peace,  and  encouraging  responsible  population 
and  environmental  policies.  We  will  be  examining  ways  to  direct  the  delivery  of  our 
foreign  assistance  away  from  traditional  government  to  government  programs  and 
towards  innovative  private-public  partnerships. 

I  know  that  our  reform  agenda — for  both  State  and  AID — is  an  ambitious  one.  It 
will  require  close  coordination  with  the  Congress  as  we  move  ahead.  I  can  assure 
this  SuDcommittee  of  the  Department's  full  cooperation  as  we  redouble  our  efforts 
to  reorient  our  budget  and  restructure  our  institutions  to  meet  the  challenges  of  a 
new  era  abroad  and  budgetary  stringency  at  home. 

CONCLUSION 

At  the  beginning  of  my  remarks  I  stressed  the  need  for  a  full  partnership  with 
the  American  people  in  formulating  American  foreign  policy.  One  reason  is  plain: 
American  foreign  policy  succeeds  best  if  it  is  firmly  grounded  in  the  support  of  the 
American  people.  When  our  foreign  policy  enjoyed  such  support — during  World  War 

II  or  during  the  fifty  year  struggle  we  waged  against  Soviet  aggression — we  have 
triumphed.  When  we  lacked  it — most  notably  in  Vietnam — we  have  known  disaster. 

But  there's  another,  even  better  reason  for  a  foreign  policy  dialogue  with  the 
American  people:  we,  as  policy  makers,  can  learn  as  much  from  them  as  they  can 
from  us.  In  my  visit  to  Chicago  last  week  I  was  struck  yet  again  by  the  American 
public's  eagerness  to  be  fully  engaged  in  foreign  affairs.  My  audience  was  well-in- 
formed about  world  events  and  keenly  interested  in  our  initiatives  in  the  former  So- 
viet Union  and  elsewhere. 

In  Chicago  and  around  the  nation,  Americans  understand  that  the  cold  war  has 
passed.  They  know  that  the  old  divisions  between  foreign  and  domestic  policy  are 
gone  forever.  And  they  realize  that  American  renewal  at  home  will  require  Amer- 
ican leadership  abroad. 

Our  task  as  policy-makers  is  to  engage  the  extraordinary  intelligence  of  our  citi- 
zens, harness  their  boundless  energy,  and  emulate  their  high  moral  purpose.  By 
putting  them — the  American  people — first,  we  can  ensure  that  our  own  great  coun- 
try remains  first  among  the  world's  nations. 

Thank  you. 
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PAYING  FOR  ADDITIONAL  AID  TO  RUSSIA 

Senator  Leahy.  Thank  you,  Mr.  Secretary.  I  appreciate  not  only 
the  statement  you  made  here,  but  your  longer  statement  which  is 
part  of  the  record. 

You  mentioned  your  speech  in  Chicago  which  I  watched  and  fol- 
lowed very  carefully.  In  it  you  called  for  more  aid  to  Russia.  You 
also  spoke  of  a  social  safety  net  program  aimed  at  the  most  vulner- 
able in  what  was  the  former  Soviet  Union.  This  is  something  that 
is  important  when  you  have  pensioners  getting  $3  or  $4  a  month 
now  and  you  have  families  that  cannot  feed  themselves.  They  are 
the  ones  that  are  suffering  the  most  from  the  economic  change.  I 
applaud  what  you  said.  It  reflects  feelings  I  have  stated. 

My  question  is  where  does  the  money  come  from?  We  are  going 
to  cut  foreign  aid  again  this  year.  We  are  in  a  situation  where  we 
are  cutting  domestic  programs  or  raising  taxes.  We  are  not  going 
to  be  able  to  increase  foreign  aid,  and  in  fact  the  foreign  aid  pie 
from  which  additional  aid  to  Russia  must  come  will  be  smaller. 

Where  will  we  get  the  money,  No.  1.  And  No.  2,  what  do  you 
think  will  be  the  final  amount,  as  we  go  into  fiscal  year  1994,  that 
the  administration  will  be  requesting  for  Russia  and  the  other  re- 
publics of  the  former  Soviet  Union? 

Secretary  Christopher.  Mr.  Chairman,  with  respect  to  the  budg- 
et that  is  coming  up,  as  you  know,  it  has  been  announced  that  we 
will  seek  $300  million  in  addition  to  the  $400  million  which  had 
been  sought  last  year.  That  amount  will  come  from  diversion  from 
other  accounts  within  the  foreign  aid  budget,  so  that  amount  will 
come  from  our  redirecting  our  priorities.  It  is  possible  in  this  new 
era  to  recognize  that  changes  can  be  made.  Some  accounts  do  not 
require  the  same  amount  as  in  the  past. 

I  am  not  in  a  position,  Mr.  Chairman,  to  give  you  a  final  amount. 
The  President  is  still  working  on  those  issues  and  will  be  present- 
ing that  matter  at  the  summit  in  Vancouver'  and  in  the  days 
around  the  summit.  I  am  sure  that  when  the  President  does 
present  it,  you  will  see  programs  that  are  sound.  They  are  down 
to  Earth,  they  are  nonideological,  they  try  to  bring  aid  to  the  peo- 
ple in  Russia  who  really  need  it,  outside  of  Moscow,  outside  the 
great  population  centers. 

So  I  think  that  program  will  commend  itself  to  the  people  of 
America  when  the  President  spells  it  out  and  when  he  puts  his  own 
strong  support  behind  the  program.  But  I  am  sorry  not  to  be  able 
to  tell  you  precisely  the  amount.  Frankly,  the  final  decisions  have 
not  been  made. 

Senator  Leahy.  Well,  I  would  urge  as  you  are  making  those  deci- 
sions, to  look  at  a  number  of  areas.  Certainly  multilateral  funding. 
This  is  not  a  thing  the  United  States  can  do  on  its  own,  nor  should 
we.  The  Group  of  Seven  must  be  actively  involved  with  us.  We  can 
use  the  various  multilateral  organizations. 

We  can,  as  we  have  successfully  in  the  past,  use  the  Eximbank 
to  get  money  in  there.  Perhaps  a  program  similar  to  the  loan  guar- 
antee program  that  we  have  in  Israel,  we  could  at  least  consider 
some  type  of  a  loan  guarantee  program  for  housing  in  Russia. 

I  think  we  should  use  the  Food  for  Progress  Program  far  more 
than  we  have.  It  makes  more  sense  than  using  commercial  loans 
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for  agriculture.  These  are  all  areas  that  we  can  use  and  get  far 
more  for  our  money  than  we  have  in  the  past. 

BUDGET  PRIORITIES 

But  then  having  said  all  of  that,  you  have  still  got  to  find  the 
money.  And  you  said  that  we  are  going  to  redirect  priorities.  Can 
you  give  us  some  idea  of  those  areas  you  think  could  be  lessened 
in  priority  within  our  foreign  aid  budget  today? 

Secretary  Christopher.  Senator,  I  think  that  would  take  me  into 
discussing  the  specifics  of  the  budget  in  a  way  that  I  think  I  am 
committed  not  to  do  until  it  is  actually  before  you.  But  you  will  see 
that  there  are  some  lessening  of  some  accounts  there  that  seem  to 
us  to  be  opportunities  in  this  post-cold  war  period,  that  there  were 
some  expenditures  there  that  were  defense  related  that  can  be  less- 
ened. 

One  thing  I  would  want  to  say,  Senator,  so  that  no  one  is  misled, 
we  do  not  intend  to  find  that  money  in  aid  to  Israel  or  Egypt  or 
the  other  of  the  Middle  East  countries  at  the  present  time,  because 
of  their  needs  and  their  importance  in  the  peace  process.  As  the 
President  said,  we  intend  to  keep  those  items  at  a  level  amount 
this  year.  But  when  you  see  the  budget,  you  will  see  that  we  have 
found  ways  to  rearrange  our  priorities  within  the  accounts  and 
without  subtracting  from  either  of  those  aid  amounts  this  year. 

Senator  Leahy.  Of  course,  if  the  administration  puts  those  major 
recipients  off  limits  I  suspect  that  that  is  the  way  it  will  remain. 
They  are  countries  that  have  received  aid  and  support  for  years 
and  years  both  because  of  their  security  interest  and  their  eco- 
nomic interest  to  the  United  States.  But  the  United  States'  eco- 
nomic interest  and  security  interests  are  very  great  in  what  we  do 
with  Russia  also. 

I  would  hope  that  no  country,  no  country  would  assume  that 
when  we  are  talking  about  U.S.  tax  dollars,  that  they  must  first 
and  foremost  consider  their  own  economic  and  security  interests 
and  not  the  economic  and  security  interests  of  the  United  States, 
and  that  no  country  would  want  in  any  way  to  diminish  our  secu- 
rity or  economic  interests. 

Our  own  staff  has  been  looking  for  places  to  find  money  to  aid 
Russia.  There  are  a  number  of  places  I  also  would  assume  they 
would  be  less  apt  to  go  after:  family  planning,  refugee  assistance, 
environmental  protection,  and  some  of  these  areas. 

One  area  that  I  think  we  could  probably  cut  substantially  is  the 
Andean  drug  initiative.  We  have  been  able  to  interdict  about  1  per- 
cent of  the  drugs  coming  out  of  that  area.  What  we  ought  to  do, 
probably,  is  just  put  them  under  our  normal  farm  programs  and 
subsidize  them,  because  I  find  that  our  legal  crops  with  Grovem- 
ment  subsidies  lose  about  3  percent  on  the  way  to  market.  With 
all  the  military  power  aimed  against  the  Andean  drug  trade,  they 
lose  only  about  1  percent  on  the  way  to  market.  Maybe  we  would 
be  better  off  by  putting  them  under  our  farm  programs  and  they 
could  lose  3  percent. 
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BOSNIA 


Turning  to  the  former  Yugoslavia,  how  much  worse  does  it  have 
to  get  before  the  Europeans  step  in  and  take  either  military  action 
themselves  or  take  steps  that  can  really  stop  the  fighting?  I  mean 
I  have  heard  speculation  about  air  strikes  by  the  United  States.  We 
are  not  going  to  do  that,  I  would  assume,  is  that  correct,  in  Bosnia? 

Secretary  CHRISTOPHER.  Mr.  Chairman,  if  you  would  permit  me 
I  might  make  a  somewhat  broader  statement  about  Bosnia. 

Senator  Leahy.  Please. 

Secretary  Christopher.  As  you  say,  it  is  a  very  tragic  situation. 
The  fighting  is  very  intense,  but  even  more  intense  is  the  hatreds 
between  the  groups  there,  the  Croats,  the  Bosnians,  and  the  Serbs. 
It  goes  back  centuries.  It  has  a  religious  origin  to  it.  It  is  really  a 
terrible  problem.  It  is  one  that  cries  out  for  at  least  humanitarian 
aid  and  attention. 

Now,  on  February  10  I  announced  a  course  for  the  United  States 
at  the  President's  direction  and  we  have  been  following  that  course 
and  we  have  been  making  some  modest  progress  in  the  things  that 
we  set  out  to  do.  We  launched  a  diplomatic  effort  through  Ambas- 
sador Bartholomew,  and  as  you  know,  the  second  party  has  now 
signed  on  to  the  modified  Vance-Owen  Agreements  in  New  York. 

Our  humanitarian  efforts  have  really  made  a  difference.  We  have 
dropped  over  1  million  meals  now  into  Bosnia.  Although  that  effort 
brought  a  lot  of  skepticism  at  the  beginning,  it  has  been  very  suc- 
cessful. Last  night  French  and  German  planes  flew  with  us  and 
dropped  more  food  into  Bosnia.  So  the  humanitarian  effort  goes  for- 
ward as  well  through  the  air  drops,  as  with  the  convoys  going  into 
the  country  as  well  as  they  possibly  can. 

We  are  doing  a  number  of  other  things.  The  sanctions,  I  must 
say,  have  been  quite  porous,  but  they  are  going  to  be  tightened  and 
this  week  at  the  United  Nations  we  are  going  to  be  pressing  for 
tougher  and  tighter  sanctions.  We  are  also  proceeding  with  trying 
to  enforce  the  no-fly  zone.  I  think  we  finally  have  gotten  the  sup- 
port of  our  allies.  Great  Britain  and  France,  and  hopefully  this 
week  Russia  will  be  also  supportive  in  the  United  Nations  of  a  no- 
fly  zone.  The  war  crimes  tribunal  project  goes  forward  aggressively. 

Those  are  the  points  that  I  laid  out  and  that  is  the  path  we  are 
following.  Now,  it  is  a  tragic  situation  and  it  does  not  yield  very 
well  to  any  of  the  steps  that  we  have  mentioned.  We  have  provided 
humanitarian  relief  and  one  of  the  dilemmas  is  that  if  you  go  for- 
ward with  other  actions  such  as  lifting  the  arms  embargo,  which 
has  some  appeal  to  it,  the  humanitarian  effort  will  almost  certainly 
dry  up. 

The  only  force — and  now  to  get  to  your  question  directly.  The 
only  force  that  the  United  States  has  said  that  we  would  be  com- 
mitted to  undertake  is  if  there  is  a  viable  agreement  entered  into 
by  all  three  parties  and  they  enter  into  it  in  good  faith  and  it  has 
sensible  enforcement  provisions,  the  United  States  will  join  with  its 
allies  under  a  United  Nations  umbrella  to  enforce  that  agreement. 

We  hope  the  third  party  will  come  in,  that  is  the  Bosnian  Serbs. 
We  are  doing  all  we  can  in  a  diplomatic  way  to  try  to  persuade 
them  to  join  the  agreement,  but  up  to  this  point  U.S.  policy  is  to 
use  force  in  that  sense  and  only  in  that  sense,  except  the  force  that 


142 

we  would  have  to  use  in  connection  with  enforcing  the  no-fly  zone 
which  I  think,  with  the  quality  of  our  aircraft,  should  be  something 
that  we  can  do  along  with  our  allies  and  along  with  NATO  without 
great  difficulty. 

EL  SALVADOR 

Senator  Leahy.  My  next  question  follows  up  on  what  we  dis- 
cussed earlier  out  back.  I  feel  very  strongly  that  those  of  us  in  the 
Congress  who  had  to  either  come  up  with  foreign  aid  money  or  to 
do  oversight  on  the  Appropriations,  Foreign  Relations,  or  Intel- 
ligence Committees  the  intelligence  committees,  were  misled  and 
lied  to  regarding  a  lot  of  what  went  on  in  El  Salvador,  a  tiny  coun- 
try smaller  than  Massachusetts  where  we  poured  in  billions  of  dol- 
lars. Think  of  it,  we  poured  far  far  more  money  than  we  are  talking 
about  for  the  former  Soviet  Union  into  tiny  little  El  Salvador. 

Now,  I  would  hope,  so  that  we  never  make  this  mistake  again, 
that  we  might  find  out  just  what  happened.  And,  Mr.  Secretary,  I 
would  strongly  urge  you  and  the  President  and  all  other  relevant 
officials  to  move  as  rapidly  as  possible  to  declassify  the  record,  even 
though  part  of  that  record  will  be  very  embarrassing  to  past  policy- 
makers. But  declassify  the  record  on  El  Salvador  so  the  American 
people  and  the  relevant  committees  in  Congress  can  find  out  ex- 
actly what  happened. 

Secretary  Christopher.  Mr.  Chairman,  I  looked  at  the  report  of 
the  Truth  Commission  and  I  was  deeply  shocked  by  it.  With  my 
long  interest  in  human  rights,  I  want  to  make  sure  that  the  State 
Department  in  the  future  accurately  reports  human  rights  condi- 
tions in  the  countries  where  we  have  embassies.  I  think  that  the 
reporting  by  officers  there  should  be  candid  and  honest  and  direct 
and  it  should  not  be  molded  to  fit  political  concerns. 

And  I  have  undertaken  an  inquiry  at  the  State  Department,  es- 
tablishing a  panel  of  two  of  our  most  distinguished  Foreign  Service 
officers  now  retired  and  two  academic  experts  to  look  into  the  oper- 
ations of  the  State  Department  during  this  period  and  to  make 
sure  that  our  human  rights  reporting  in  the  future  does  not  suffer 
from  the  taint  of  trjdng  to  understand  what  is  politically  accept- 
able. 

I  do  not  want  to  make  any  prior  judgments  about  that.  This  is 
not  a  witch  hunt.  There  is  not  a  determination  to  try  to  find  out 
whether  somebody  made  a  mistake  in  the  past,  on  our  part,  but  to 
try  to  make  sure  that  in  the  future  our  human  rights  reporting  is 
accurate,  that  an  opportunity  for  the  dissent  of  younger  officers  is 
available,  and  that  when  people  testify  here  before  the  Congress, 
that  they  are  doing  it  based  upon  what  our  assessment  is,  what  our 
most  honest  assessment  is  in  the  countries  where  we  have  embas- 
sies and  have  representatives. 

I  can  assure  you  with  respect  to  declassification,  that  I  have  di- 
rected that  we  go  forward  with  that  process  which,  of  course,  is  one 
we  are  engaged  in  all  the  time,  but  we  give  priority  to  declassifying 
these  documents  where  we  can,  barring  some  overwhelming  na- 
tional interest,  and  embarrassment  is  not  a  national  interest. 

Senator  Leahy.  Thank  you.  I  agree  with  that.  I  agree  with  that. 

Senator  McConnell. 
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AID  TO  RUSSIA 


Senator  McConnell.  Mr.  Secretary,  shifting  back  to  Russia,  I 
think  we  are  all  concerned  about  the  restlessness  in  the  Russian 
military.  Even  though  I  recognize  it  does  not  present  the  same 
threat  to  NATO  it  used  to,  there  are  problems.  Take  for  example 
the  fact  that  less  than  17  percent  of  officers  recently  polled  support 
Yeltsin's  reforms. 

We  also  have  soldiers  in  most  republics  who  will  not  return  to 
Moscow,  as  you  know,  because  conditions  are  so  dismal.  Add  the 
fact  that  over  1  million  troops  will  be  cashiered  out  in  the  next  few 
years,  and  I  think  the  military  could  be  vulnerable  to  some  kind 
of  hardliner  nationalist  propaganda. 

I  have  a  thought  with  regard  to  this  problem  that  I  want  to 
share  with  you  and  see  if  you  think  it  has  some  merit.  I  have  been 
giving  some  thought  to  a  capital  projects  corps.  AID  or  another 
agency  could  structure  a  new  program  along  the  lines  of  our  New 
Deal  Public  Works  Administration.  American  companies  would  pro- 
vide training  and  management,  employing  demobilized  soldiers  to 
build  roads  and  housing,  improve  railroads,  clean  up  the  water 
supply,  and  upgrade  utilities  and  the  telecommunications  network. 
Soldiers  could  be  encouraged  to  participate  at  the  outset  with  a 
"you  build  it,  you  own  it"  plan.  Seed  capital  might  be  drawn  from 
the  Nunn-Lugar  money  or  from  the  NATO  infrastructure  fund, 
both  of  which  have  been  hardly  used. 

Assuming  Russian  interest,  is  this  the  kind  of  thing  that  you 
might  have  some  interest  in,  and  might  it  work  its  way  into  the 
President's  proposal?  The  United  States,  the  Europeans  and  I  am 
sure  the  Russians,  would  like  to  see  troops  withdrawn  from  the 
Baltics,  in  particular,  and  other  countries,  but  housing  these  sol- 
diers is  a  serious  problem.  Could  I  have  your  reaction  to  that.  Sec- 
retary Christopher? 

Secretary  Christopher.  Yes,  Senator,  I  have  a  very  favorable  re- 
action to  that.  It  is  the  kind  of  idea  that  the  President  is  thinking 
about.  My  conversations  with  Foreign  Minister  Kozyrev  when  he 
was  here  last  week  underscored  for  me  the  importance  of  our  par- 
ticipating in  this  on  a  partnership  basis  or  on  a  cooperative  basis. 
It  is  clear  that  we  should  not  portray  it  either  there  or  here  as 
charity.  But  your  kind  of  a  shared  endeavor  program  makes  a  lot 
of  sense  to  me. 

You  probably  read  this  morning,  as  I  did,  that  Russia  has  had 
to  delay  the  return  of  some  of  its  soldiers  from  the  Baltic  States 
because  they  do  not  have  housing  for  them  when  they  return.  We 
have  reports  of  officers  returning  and  living  in  tents. 

Well,  you  can  just  see  the  kind  of  tension  you  create  if  Russian 
soldiers  have  to  stay  in  areas  of  the  former  Soviet  Union  and  can- 
not return  home  because  they  do  not  have  housing,  and  also  I  sus- 
pect because  they  do  not  have  jobs.  That  is  a  big  problem  that  we 
have  to  try  to  help  the  Russians  deal  with,  because  there  is  every 
interest  on  our  part,  as  well  as  theirs,  on  getting  those  soldiers 
back  home  and  getting  them  into  the — getting  them  back  into  the 
work  force  in  some  way.  A  daunting  problem,  but  I  think  your  idea 
has — it  is  intriguing,  and  I  will  certainly  pass  it  on,  Senator. 
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Senator  McCoNNELL.  I  am  also  skeptical,  as  I  am  sure  you  are, 
as  is  virtually  everyone  I  have  spoken  with  about  foreign  aid — I  am 
doubtful  about  the  merits  of  govemment-to-govemment  aid. 

As  I  envision  this  housing  program,  you  would  actually  have 
Americans  on  the  ground  in  Russia,  in  cooperation  with  the  Rus- 
sians, supervising  the  building,  rather  than  pouring  money  down 
some  governmental  black  hole  that  never  gets  any  results. 

It  seems  to  me  this  approach,  whether  it  is  housing  or  whether 
it  is  other  projects  which  will  be  effective  and  I  hope  can  be  in- 
cluded in  the  approach  when  you  and  the  President  go  forward. 

I  think  that  there  is  a  reasonable  chance  for  rather  strong  bipar- 
tisan support  for  assistance  to  Russia,  but  I  think  an  awful  lot  of 
people  on  my  side  of  the  aisle,  and  on  the  other  side  as  well,  are 
going  to  be  concerned  about  whether  or  not  the  money  is  going  to 
accomplish  anything.  And  so  I  would  encourage  you  to  go  in  this 
new  direction.  I  am  confident  you  are  making  sure  that  what  as- 
sistance we  provide  gets  results. 

The  President  is  recommending  additional  cuts  in  the  Defense 
Department  far  and  beyond  what  was  recommended  by  the  pre- 
vious administration.  I  hope  Mr.  Secretary,  within  the  councils  of 
the  administration,  you  may  be  able  to  reap  some  of  the  benefits 
of  the  peace  dividend,  rather  than  feeling  that  only  the  traditional 
foreign  aid  portion  of  the  budget  is  available. 

After  all,  we  had  a  Defense  Department  the  size  we  had  because 
of  the  cold  war.  I  hope  that  you  will  aggressively  pursue  this  source 
of  funding.  It  seems  to  me  entirely  reasonable  for  you,  to  reach  out 
for  a  portion  of  those  savings  to  help  us  have  a  more  stable  world. 

My  own  view  is,  even  though  there  has  been  a  lot  of  mismanage- 
ment in  various  places  in  the  world  in  foreign  assistance,  on  the 
whole  it  has  been  a  good  tool  for  us  in  the  post- World  War  II  period 
and  produced  a  lot  of  results. 

MFN  STATUS  FOR  CHINA 

Shifting  to  China,  2  years  ago  Winston  Lord,  your  Assistant  Sec- 
retary-designate, published  an  interesting  appeal  to  President 
Bush  about  China.  In  a  piece  for  the  New  York  Times  he  said: 
"*  *  *  simply  extending  most  favored  nation  treatment  would  be 
a  grave  mistake.  If  other  steps  outlined  are  not  undertaken,  this 
trade  status  should  be  revoked." 

Among  other  recommendations,  he  urged  the  President  to  expand 
the  Voice  of  America  broadcasting  to  overcome  jamming,  conduct  a 
symbolic  meeting  between  Chinese  students  and  President  Bush, 
reaffirm  the  freeze  on  technology  loans,  and  postpone  World  Bank 
loans.  To  be  fair  to  his  position,  he  argued  MFN  should  not  be  im- 
mediately revoked  but  certainly  conditioned. 

Do  you  support  Ambassador  Lord's  views,  and  will  you  rec- 
ommend MFN  to  China  be  condition? 

Secretary  CHRISTOPHER.  Senator,  one  of  the  things  that  greatly 
appealed  to  President  Clinton  about  Winston  Lord  was  the  courage 
that  he  had  in  expressing  his  views  on  China  and  the  positions  he 
had  taken,  as  well  as  his  high  competence  across  the  board.  He  is 
also  one  of  the  republicans  who  the  President  has  brought  into  the 
administration. 
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And  without  endorsing  each  one  of  the  things  that  he  wrote  2 
years  ago,  which  perhaps  would  be  more  than  you  expect,  the  gen- 
eral approach  that  he  is  recommending  is  the  one  that  we  will  be 
following.  That  is,  to  try  to  use  MFN  to  encourage  better  perform- 
ance, better  conduct  in  China  on  the  many  areas  where  we  are  dis- 
appointed, on  their  attitude  about  proliferation,  as  far  as  their 
aouses  of  trade,  and  as  far  as  their  human  right  abuses  both  with 
respect  to  their  own  citizens  and  with  respect  to  people  living  in 
Tibet. 

So,  that  approach  is  one  that  we  will  be  definitely  following.  We 
will  be  trying  to  use  MFN  as  a  way  to  improve  performance  in 
China.  And  I  must  say  for  myself  how  pleased  I  am  that  Winston 
Lord  is  in  the  State  Department  and  we  are  able  to  be  colleagues. 

Senator  McConnell.  You  identified  in  your  testimony  that  de- 
mocracy, human  rights,  and  nuclear  nonproliferation  are  the  key 
new  priorities  of  the  Clinton  administration.  Well,  as  a  case  studv 
China  certainly  presents  you  with  all  three  problems  as  you  weign 
the  MFN  decision,  does  it  not? 

Secretary  Christopher.  Yes;  that's  right.  Senator.  I  ought  to 
say,  you  know,  we  have  to  have  a  balance  about  this.  China  is 
making  admirable  progress  in  another  area  of  great  importance  to 
the  United  States,  and  that  is  market  reform.  They  are  making 
great  strides  toward  a  more  market  oriented  economy.  And  so  our 
approach  to  China  has  to  be  nuanced  and  balanced,  recognizing  the 
progress  that  they  have  made  and  hoping  they  will  make  some  in 
other  areas. 

Senator  McConnell.  Obviously,  as  capitalism  sweeps  at  least 
the  southern  part  of  the  country. 

Secretary  Christopher.  Yes,  sir. 

Senator  McConnell.  We  know  that  in  the  other  Asian  countries, 
economic  reforms  have  tended  to  precede  the  political  reforms.  It 
is  reasonable  to  assume,  is  it  not  Mr.  Secretary,  that  a  fellow  who 
all  of  a  sudden  discovers  if  he  works  harder  he  makes  more,  may 
next  want  to  elect  his  own  mayor? 

Secretary  Christopher.  It  is  not  inevitable,  but  it  seems  to  hap- 
pen more  frequently,  and  it  is  very  reassuring. 

hong  KONG 

Senator  McConnell.  Then  lets  shift  to  the  crown  example  of 
that  in  the  area  of  Hong  Kong.  I  hold  myself  out  as  an  expert  on 
no  place  in  the  world,  but  have  spent  some  time  studying  Hong 
Kong. 

A  bill  I  proposed  was  passed  last  year  and  signed  into  law  by  the 
Bush  administration  called  the  Hong  Kong  Policy  Act.  It  essentially 

Erovided  that  whatever  existing  relationships  in  law  between  the 
United  States  and  Hong  Kong  that  exist  today  would  be  extended 
beyond  1997,  in  effect  to  write  into  law  our  bilateral  relationship, 
post-1997. 

We  pass  a  lot  of  legislation  up  here  requiring  reports,  but  it  also 
did  ask  for  an  annual  report  to  be  submitted  by  the  State  Depart- 
ment on  the  state  of  United  States-Hong  Kong  relations.  And  that 
is  due  some  time  in  March. 

Without  holding  you  to  any  views  which  may  be  outlined  in  the 
report,  what  is  your  feeling  about  the  status  of  the  democratic  re- 
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forms  that  are  taking  place  in  Hong  Kong?  How  do  you  see  Hong 
Kong  today?  And  how  secure  do  you  think  the  reform  that  Gov- 
ernor Patten  is  trying  to  bring  about  may  well  be  in  the  post- 1997 
environment? 

Secretary  CHRISTOPHER.  Well,  I  am  concerned  about  the  situation 
in  Hong  Kong.  I  support  the  reform  that  the  Grovemor  has  put  for- 
ward, and  hope  they  can  survive  1997. 

I  think  that  China  would  be  well  advised  to  take  into  account  the 
great  strides  that  Hong  Kong  has  made  and,  indeed,  the  great 
value  that  Hong  Kong  has  provided  for  China  as  a  window  on  the 
world.  So,  we  will  be  making  that  report  to  you  Senator.  And  I 
think  you  will  find  that  we  are  very  supportive  of  the  democratic 
movement  that  has  taken  place  in  Hong  Kong,  and  we  will  do  what 
we  can  to  make  sure  that  it  is  not 

Senator  McConnell,  One  finsil  observation  about  enthusiasm  for 
democracy  in  Hong  Kong.  It  has  been  my  experience,  as  you  may 
well  have  had  as  well,  that  enthusiasm  for  democracy  in  Hong  | 
Kong  is  not  universal.  One  of  the  things  that  I  have  tried  to  do  is 
to  encourage  some  of  the  businessmen  there  that  they  might  also 
benefit  from  a  democratic  Hong  Kong,  because  it  has  been  my  ob- 
servation that  the  enthusiasm  for  these  democratic  reforms  have 
tended  to  not  seep  upward  into  the  higher  socioeconomic  status 
people  there. 

Aiid  so  I  think  one  thing  we  can  do  is  to  encourage  the  people 
in  Hong  Kong  to  embrace  democracy  enthusiastically,  a  further 
hedge  against  going  backward  in  the  post- 1997  period. 

Secretary  Christopher.  I  have  had  some  of  the  same  experi- 
ences. Senator. 

Senator  McCONNELL.  Thank  you,  Mr.  Secretary. 

Senator  Leahy.  Thank  vou,  Senator  McConnell.  Incidentally,  I 
concur  in  your  high  regard  for  Win  Lord,  and  I  am  delighted  Am- 
bassador Lord  will  be  in  the  administration. 

I  am  advised  the  vote  is  still  scheduled  for  11  a.m.  We  will  keep 
the  hearing  going  straight  through  that  and  let  me  give  the  sched- 
ule of  Senators  as  they  will  be  recognized  so  that  people  can  plan 
their  time  to  go  vote  and  come  back. 

Next,  Senator  Lautenberg,  then  Senator  Specter,  then  Senator 
Feinstein,  then  Senator  Mikulski,  Senator  Nickles,  Senator  Decon- 
cini.  Senator  Mack,  and  that  will  get  us  well  toward  the  end  of  our 
time.  I  yield  to  Senator  Lautenberg. 

FOREIGN  AID 

Senator  Lautenberg.  Thank  you  very  much  Mr.  Chairman  and 
Mr.  Secretary.  I  too  want  to  welcome  you.  If  a  challenging  position 
was  your  aim  at  this  stage  in  your  life,  certainly  you  acquired  one. 
There  is  practically  no  place  on  the  glolje  that  is  not  problem  filled. 
So,  you  can  spread  your  time  and  your  energies  all  over. 

One  of  the  things  that  has  been  discussed  is  the  difficulty  to  get- 
ting aid  for  foreign  assistance.  And  that,  in  the  abstract,  is  abso- 
lutely true.  It  is  very  tough  to  recommend  additional  assistance  for 
international  programs  when  things  are  so  difficult  at  home. 

But  some  oi  these  programs  in  my  view,  Mr.  Secretary,  have  to 
be  viewed  in  the  context  of  military  assistance  that  the  United 
States  would  otherwise  need  to  spend.  And  foreign  assistance  funds 
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have  been  beneficial  in  helping  us  avoid  involvement  in  conflicts. 
So  that  as  we  look  at  the  assistance  funding  for  foreign  aid  I  hope 
that  it  will  be  considered  in  that  context,  and  that  each  of  us  will 
be  reminded  of  these  points  as  we  talk  to  our  constituents  back 
home  about  the  importance  of  this  to  their  own  well  being. 

ISLAMIC  EXTREMISM  IN  THE  MIDDLE  EAST 

Mr.  Secretary,  I  want  to  talk  for  a  moment  about  the  spread  of 
violent  Islamic  extremist  groups  in  the  Middle  East  which  foster 
terrorism  and  seek  to  overthrow  secular  governments  in  the  region. 
Now  we  see  that  web  of  terror  spread  way  beyond  the  Middle  East 
regions.  Groups  like  Hamas  in  Israel,  Al-Nahda  in  Tunisia,  the  Is- 
lamic group  in  Egypt,  the  Islamic  Salvation  Front  in  Algeria  are 
committed  to  using  violent  means  to  overthrow  governments  across 
the  region  and  raise  the  specter  of  destabilization  in  the  Middle 
East. 

I  and  57  of  my  colleagues  recently  sent  you  a  letter  supporting 
the  State  Department's  decision  to  include  Hamas  and  other  Is- 
lamic extremist  groups  in  the  Middle  East  which  support  violence 
in  its  annual  report  on  terrorist  organizations.  I  welcome  the  State 
Department's  response  that  it  would. 

Is  the  mission  of  Hamas,  if  the  connection  is  established  to  the 
recent  bombings  here  and  to  the  bombing  of  Pan  Am  103  some  4 
years  ago — is  the  mission  to  destabilize  the  opportunity  to  arrive 
at  peace  in  the  Middle  East?  Does  Hamas  have  an  overarching  pur- 
pose to  derail  the  Middle  East  peace  process  other  than  simply  the 
madness  of  a  couple  of  extremists  who  would  take  life  and  property 
and  destroy  it? 

Secretary  Christopher.  Senator,  let  me  approach  that  at  least 
somewhat  carefully.  You  have  mentioned  New  York  in  connection 
with  your  question,  and  I  want  to  say  that  from  the  very  first  I 
have  been  one  of  those  who  did  not  want  to  rush  to  judgment  in 
the  New  York  situation.  I  do  not  think  it  is  in  any  of  our  interests 
to  make  assumptions  about  who  were  responsible,  and  then  pro- 
ceed from  those  assumptions  to  condemn  or  criticize  some  group 
until  we  have  had  an  authoritative  view  as  to  what  the  source  of 
that  terrible  bombing  was.  I  think  we  should  not  try  to  make  the 
next  step  related  to  any  particular  group  or  any  particular  body. 

I  also  want  to  make  clear  my  own  strong  feeling  that  terror  and 
violence  has  no  place — it  simply  does  not  work.  There  is  no  cause 
that  is  good  enough  to  justify  the  terrorism  that  we  see  around  the 
world. 

Our  search  for  peace  in  the  Middle  East  is  the  best  solution  to 
the  underlying  problems  that  exist,  and  I  think  we  must  proceed 
to  try  to  achieve  peace  and  try  to  help  work  for  social  justice  there 
as  a  way  to  deal  with  the  underlying  problems. 

With  respect  to  Hamas  itself,  we  have  reached  the  conclusion  at 
the  State  Department  that  that  body  at  the  present  time  is  en- 
gaged in  so  many  different  terrorist  acts  that  it  is  beyond  the  pale. 
And  we  have  stopped  even  trying  to  have  conversations  with  them 
for  purposes  of  finding  out  what  they  were  doing.  We  no  longer 
have  our  Embassy  officers  talk  to  them  as  a  reflection  of  our  con- 
cern about  their  conduct  in  so  many  different  ways  in  the  Middle 
East  at  the  present  time. 


148 
So,  without  wanting  to  associate  them  with  any  particular- 


Senator  Lautenberg.  But  their  mission  would  you  agree,  Mr. 
Secretary,  is  to  undermine  the  peace  process  wherever  negotiations 
for  peace  are? 

Secretary  Christopher.  That  is  our  present  evidence.  Senator. 

Senator  Lautenberg.  Do  we  know,  Mr.  Secretary,  what  finan- 
cial, organizational,  ideological  role  might  be  played  by  Iran  in  pro- 
moting Islamic  extremism  throughout  the  world? 

Secretary  Christopher.  Yes;  we  think  that  Iran  is  one  of  the 
principle  sources  of  support  for  terrorist  groups  around  the  world. 
When  I  was  in  the  Middle  East,  I  found  that  to  be  a  common  judg- 
ment among  many  of  the  leaders  who  I  met  with  that  Iran  was 
greatly  feared  at  the  present  time  because  of  their  support  for  ter- 
rorist groups  which  they  have  not  in  any  way  disavowed.  They  go 
forward  with  that. 

That  and  their  determination  to  acquire  weapons  of  mass  de- 
struction I  think  leaves  Iran  as  an  international  outlaw. 

Senator  Lautenberg.  What  about  the  financial  role  of  individ- 
uals in  countries  like  Jordan,  Iran,  which  we  just  talked  about, 
Syria,  Saudi  Arabia,  and  Sudan  in  promoting  Islamic  extremism  in 
the  region? 

Secretary  Christopher.  Well,  there  is  no  doubt  there  are  many 
individuals  in  those  countries  who  have,  for  one  reason  or  another, 
contributed  to  terrorist  organizations.  I  do  not  want  to  try  to  speak 
of  intelligence  matters  here  in  a  public  hearing,  but  there  no  doubt 
is  support  that  comes  from  some  individuals  in  the  Middle  East. 
There  has  been  some  suggestion  even  of  support  from  Western 
countries. 

I  think  the  main  thing  for  us  to  do  is  to  identify  Hamas  as  a  very 
difficult  organization  engaged  in  terrorist  activities,  and  that  bears 
the  closest  watching. 

Senator  Lautenberg.  Of  course,  but  there  are  other  organiza- 
tions as  well,  either  closely  aligned  or  with  similar  objectives.  And 
terrorism,  in  whatever  form  it  takes,  of  course,  is  objectionable  to 
us.  We  ought  to  do  whatever  we  can,  especially  with  our  allies,  to 
persuade  them  to  avoid  financing  or  encouraging  these  organiza- 
tions. 

I  understand  now  that  Arab  Grovemments  of  those  countries  that 
have  been  most  threatened  by  violent  Islamic  fundamentalist 
movements  met  recently  to  discuss  ways  to  address  the  emergence 
of  these  groups.  Do  you  know  anjrthing  of  the  details  of  those  meet- 
ings, what  the  outcome  was? 

Secretary  Christopher.  Senator,  I  do  not.  I  do  know  about  the 
fact  of  the  meeting.  I  do  not  know  the  outcome,  but  I  can  tell  you 
there  is  very  grave  concern  about  the  terrorist  activities  of  these 
extremist  groups.  It  is  not  a  religious  issue,  it  is  a  terrorist  issue. 

world  bank  loans  to  IRAN 

Senator  Lautenberg.  I  understand  the  World  Bank  has  been 
considering  providing  loans  to  the  Government  of  Iran.  Under  a 
law  that  I  authored  several  years  ago,  U.S.  representatives  to  the 
World  Bank  are  required  to  vote  against  loans  to  Iran  because  it 
is  on  the  State  Department's  terrorism  list.  I  understand  that  our 
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country  is  opposing  the  loan  to  Iran,  but  some  of  our  European  al- 
lies are  reluctant  or  unwilling  to  block  the  loan. 

Is  it  not  self-defeating  in  the  long  run  for  our  European  allies  to 
support  loans  to  Iran  when  Iran,  as  we  discussed  earlier,  is 
thought  to  be  sending  money  to  violent  fundamentalist  groups  that 
are  important  partners  for  Europe?  What  can  we  do  about  that, 
Mr.  Secretary? 

Secretary  CHRISTOPHER.  Senator,  I  agree  that  Iran  does  not  de- 
serve the  support  of  the  World  Bank  and  we  are  making  that  view 
known  to  our  allies  and  friends.  I  suppose  the  world  is  always  one 
in  which  countries  have  different  views  about  matters  of  that  kind, 
sometimes  putting  higher  weight  on  the  possibilities  of  reform  or 
the  hopes  for  reform  or  the  desire  for  economic  support  to  needy 
people  in  those  countries. 

But  I  agree  with  the  position  of  the  statute  that  you  had  a  heavy 
responsibility  for  and  we  will  do  everything  we  can  to  try  to  per- 
suade our  allies  that  Iran  does  not,  at  the  present  time,  deserve 
that  kind  of  support  because  of  their  record  for  terrorism  and  build- 
ing weapons  of  mass  destruction.  But  my  own  impression  is  that 
there  is  a  growing  understanding  that  Iran  is  a  dangerous  country 
at  the  present  time. 

Senator  Lautenberg.  And  certainly  we  ought  to  do  whatever  we 
can  to  persuade  our  allies  of  our  point  of  view,  because  they  are 
at  risk  as  well  as  we  are. 

Thank  you  very  much,  Mr.  Chairman. 

Thank  you,  Mr.  Secretary. 

Secretary  Christopher.  Thank  you,  Senator. 

Senator  LEAHY.  Thank  you,  Senator. 

Senator  Specter. 

international  criminal  court 

Senator  Specter.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  I 
join  my  colleagues  in  welcoming  you  to  your  first  appearance  before 
this  subcommittee. 

Secretary  Christopher.  Thank  you.  Senator. 

Senator  Specter.  And  with  your  background,  we  look  forward  to 
a  very  fruitful  relationship. 

I  would  begin  on  the  subject  of  the  international  criminal  court, 
which  is  very  much  on  the  front  burners  today  occasioned  by  the 
possibility  of  trjdng  war  criminals  in  the  civil  war  in  the  former 
Yugoslavia.  And  I  would  like  to  make  available  to  you  a  chronology 
of  activities  going  back  to  March  of  1986  when  I  questioned  Sec- 
retary Schultz  in  this  subcommittee,  and  a  series  of  congressional 
actions  culminating  in  1990  when  we  agreed  in  the  foreign  oper- 
ations bill  to  ask  the  President  to  move  ahead  with  an  inter- 
national criminal  court.  I  ask  that  this  chronology  be  included  in 
the  record. 

Senator  Leahy.  Without  objection. 

[The  information  follows:] 

Chronology  of  Proposals  for  an  International  Criminal  Court 

Februaiy  13,  1978:  Resolution  adopted  by  the  House  of  Delegates  of  the  American 
Bar  Association.  Urges  the  U.S.  State  Department  to  open  negotiations  for  a  conven- 
tion for  the  establismnent  of  an  International  Criminal  Court,  with  jurisdiction  ex- 
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fjressly  limited  to  (a)  hiiacking,  (b)  violence  aboard  aircraft,  (c)  crimes  against  dip- 
omats  and  internationally  protected  persons,  and  (d)  murder  and  kidnapping. 

March  13,  1986:  Statement  of  Secretary  of  State  George  Schultz  before  the  For- 
eign Operations  Subcommittee  of  the  Senate  Committ^  on  Appropriations.  The 
agenda  is  "Foreign  Assistance  and  Related  Pro-ams  Appropriations  for  fiscal  year 
1987."  Shultz  responds  to  Senator  Specter  during  his  testimony  that  "we  need  to 
be  working  on  the  web  of  law  that  can  operate  here,  and  in  conjunction  with  others 
around  the  world  to  say  to  terrorists  that  they  have  no  place  to  hide  and  they  are 
going  to  get  prosecuted. ' 

June  25,  1986:  Senator  Specter  presents  Amendment  2187  on  the  Senate  floor  and 
comments  on  his  proposal.  The  amendment  states  in  part  that  "rampant  terrorism 
by  its  very  nature  threatens  world  order  and  thereby  all  civilized  nations  and  their 
citizens:  any  and  every  nation  has  the  right,  under  current  principles  of  inter- 
national law,  to  assert  jurisdiction  over  offenses  considered  to  be  'universal  crimes', 
such  as  pL-dcy  and  slavery,  in  order  to  protect  sovereign  authority,  universal  values, 
and  the  interests  of  mankind."  Specter,  in  the  amendment,  also  suggests  that  the 
President  establish  an  international  criminal  court  that  would  have  jurisdiction  over 
the  crime  of  international  terrorism.  He  acknowledges  that  because  of  issues  of  sov- 
ereignty, various  nations  might  be  reluctant  to  act  together  on  such  an  initiative. 
He  argues  nevertheless  that  "if  these  crimes  were  prosecuted  in  a  world  tribunal, 
there  could  be  no  question  that  such  prosecutions  *  *  *  would  have  much  greater 
force  and  much  greater  weight  than  those  prosecutions  in  an  individual  state."  The 
amendment  was  agreed  to. 

August  27,  1986:  Excerpt  from  Public  Law  99-399,  the  Omnibus  Security  and 
Terrorism  Act.  It  decrees  tnat  the  President  should  consider  "the  possibility  of^even- 
tually  establishing  an  international  tribunal  for  prosecuting  terrorists."  This  excerpt 
also  includes  an  amendment  (Chapter  113A)  to  Part  I  of  title  18,  United  States  Code 
which  defines  and  stipulates  i>en£Qties  for  terrorist  acts  abroad  committed  against 
U.S.  nationals. 

June  16,  1988:  Testimony  of  Secretary  of  State  George  Shultz  before  the  Foreign 
Operations  Subcommittee  of  the  Senate  Committee  on  Appropriations.  The  agenda 
is  "Foreign  Assistance  and  Related  I*rograms  Appropriations  for  fiscal  year  1989." 
Senator  Specter  asks  Shultz  whether  it  would  be  "useful"  to  "push  ahead  with  an 
international  tribunal  for  the  trial  of  these  kinds  of  international  criminals  [terror- 
ists]." Shultz  replies  that  "it  may  be  an  important  possibility,"  and  notes  that  "over 
a  period  of  years  now  more  and  more  usefulness  of  the  rule  of  law  in  getting  at  ter- 
rorism and  drug  trafficking." 

1988:  Senator  Specter  includes  a  provision  in  the  Omnibus  Anti-Drug  Abuse  Act 
calling  on  the  President  to  pursue  negotiations  to  establish  an  international  crimi- 
nal court  with  jurisdiction  over  international  drug  trafficking. 

March  2,  1989:  House  Concurrent  Resolution  66,  submitted  by  Congressman  Jim 
Leach  of  Iowa.  The  resolution  calls  for  "the  creation  of  an  International  Criminal 
Court  with  jurisdiction  over  internationally  recognized  crimes  of  terrorism,  illicit 
narcotics  trafficking,  genocide,  and  torture,  as  those  crimes  are  defined  in  various 
international  conventions." 

March  15,  1989:  Floor  statement  by  Senator  Specter  on  international  terrorism. 
Specter  recalls  that  in  a  1986  amendment  to  the  Omnibus  Diplomatic  Security  and 
Ajititerrorist  Act  and  in  Section  4108  of  the  1988  Omnibus  Anti-Drug  Abuse  Act, 
Congress  called  on  the  F*resident  to  pursue  negotiations  to  establish  an  international 
court  with  jurisdiction  over  terrorism  and  drug  trafficking.  He  goes  on  to  say  that 
his  discussions  with  various  foreign  leaders  have  persuaded  him  that  "the  civilized 
international  community  is  prepared  to  speak  with  one  voice  to  condemn  terrorism." 
The  creation  of  an  international  criminal  court,  he  concludes,  "would  be  an  eloquent 
expression  of  that  condemnation." 

March  15,  1989:  Testimony  of  Secretary  of  State  Baker  before  the  Subcommittee 
on  Foreign  Operations  of  the  Committee  on  Appropriations.  Senator  Specter  asks 
Baker  what  he  thinks  of  the  possibility  of  an  international  court.  Baker  calls  the 
idea  "interesting,"  but  says  it  has  "some  fundamental  problems."  For  instance,  there 
are  the  questions  of  who  would  conduct  the  investigations,  who  would  bring  the 
prosecutions,  and  the  exact  composition  of  the  court.  Still,  Baker  admits  "we  could 
probably  reach  some  sort  of  a  United  States  position  on  that  and  then  after  some 
period  of  time,  perhaps  an  international  agreement."  His  bottom  line  is  that  the  idea 
of  an  international  court  is  worthy  of  further  consideration. 

Autumn  1989:  The  United  Nations  places  the  question  of  establishing  an  inter- 
national criminal  court  for  illicit  drug  traffickers  on  the  Fall  agenda  of  the  U.N. 
General  Assembly. 

November  20,  1989:  U.N.  General  Assembly  Agenda  Item  152  (44th  session.  Sixth 
[Legal]  Committee).  This  resolution,  following  three  days  of  intense  debate,  requests 
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that  the  International  Law  Commission  address  the  possibility  of  establishing  "an 
international  criminal  court  or  other  criminal  trial  mechanism,"  the  jurisdiction  of 
which  woiild  include  illicit  trans-national  drug  trafBcking. 

June  18,  1990:  Floor  Statement  by  Sen.  Specter.  Specter  describes  a  symposium 
held  at  his  bequest  to  discuss  the  creation  of  an  international  criminal  court.  At  the 
10  May  1990  symposium,  13  international  criminal  law  scholars,  joined  by  Con- 
gressmen Bob  Kastenmeier  and  Jim  Leach,  expressed  a  consensus  tnat  "a  regional 
international  criminal  court  of  Umited  scope  and  powers  had  the  potential  for  mak- 
ing a  significant  contribution  in  the  area  of  narcotics  trafBcking  and  should  be  fur- 
ther explored.  Specter  includes  in  the  record  a  copy  of  the  written  consensus  drafted 
at  the  symposium. 

June  24-28,  1990.  A  special  committee  of  experts  organized  by  the  International 
Institute  of  Higher  Studies  in  Criminal  Sciences  prepares  a  moael  draft  statute  to 
establish  an  international  criminal  tribunal. 

July  16,  1990:  Draft  Report  of  the  International  Law  Commission  on  the  work  of 
its  42nd  session  in  Gfeneva  (1  May-20  July  1990).  In  Chapter  II,  Part  C  of  this  re- 
port, the  Commission  considers,  and  agrees  in  principle  with,  the  idea  of  establish- 
ing a  permanent  international  criminal  court  "to  be  Drought  into  relationship  with 
the  United  Nations  system."  The  commission  notes  that  there  are  at  least  three  pos- 
sible models:  (1)  an  international  criminal  court  with  exclusive  jurisdiction,  (2)  con- 
current jurisdiction  between  an  international  criminal  court  and  national  courts, 
and  (3)  an  international  criminal  court  having  only  a  review  competence. 

August  7,  1990:  President  Cesar  Gaviria  Trujillo  of  Colombia  vowed  in  his  inau- 
gural address  to  "explore  the  possibility  of  creating  an  international  or  regional 
criminal  jurisdiction  to  fight  narco-trafficking  and  other  related  crimes  that  surpass 
international  borders." 

September  4,  1990:  Testimony  of  Secretary  of  State  Baker  before  the  House  For- 
eign Affairs  Committee  points  out  that  "defendants  of  the  nature  of  Saddam  Hus- 
sein or  for  that  matter  Pol  Pot"  do  not  answer  to  any  judicial  authority,  Congress- 
man Leach  asks  Baker  to  look  seriously  at  the  idea  of  creating  an  international 
criminal  court.  Baker  replies  that  he  thinks  "the  suggestion  is  a  good  one"  and  won- 
ders "why  that's  not  something  that  had  been  looked  at  before,  if  indeed  it  hasn't 
been." 

September  10,  1990:  Testimony  of  Under  Secretary  of  State  Robert  Kimmitt  be- 
fore House  Foreign  Affairs  Committee.  Kimmitt  States  that  the  Leach  and  Specter 
proposals  would  be  "enormously  complex"  undertakings,  noting,  for  instance,  that  if 
the  State  Department  wanted  to  go  forward  on  these  proposals,  it  would  have  to 
come  to  the  Senate  for  advice  and  consent  first.  Still,  Kimmitt  expresses  "no  dis- 
agreement at  all"  on  the  mechanism  and  the  principle  involved  in  the  Leach  pro- 
posal. He  adds,  in  fact,  that  he  would  like  to  bring  in  lawyers  in  other  agencies  and 
departments  who  are  working  right  now  on  the  Gulf  situation.  Kimmitt  concludes 
that  "the  time  is  probably  riper  than  ever  to  look  closely  at  that  situation."  (inter- 
national criminal  jurisdiction). 

September  11,  1990:  By  a  vote  of  97  to  2,  the  U.S.  Senate  endorsed  the  idea  of 
trying  Saddam  Hussein  before  an  international  tribunal. 

September  19,  1990:  During  Congressional  Testimony,  Congressman  Gus  Yatron 
asked  John  Bolton,  Assistant  Secretary  of  State  for  the  Bureau  of  International  Or- 
ganization Affairs,  for  his  comments  on  House  Concurrent  Resolution  66,  the  House 
measure  promoting  the  proposed  court.  Bolton  said  that  State  was  open  to  discuss- 
ing the  merits  of  the  court. 

October  19,  1990:  By  unanimous  consent,  the  Senate  passes  an  amendment  to  the 
fiscal  year  1991  Foreign  Operations  Appropriations  bill.  The  amendment  calls  for 
the  President  to  report  to  the  Congress  by  October  1,  1991,  the  results  of  his  efforts 
in  regard  to  the  establishment  of  an  International  Criminal  Court  to  deal  with 
criminal  acts  defined  in  international  conventions.  It  also  requires  the  Judicial  Con- 
ference of  the  United  States  to  report  to  the  Congress  by  October  1,  1991  on  the 
feasibility  of,  and  the  relationship  to,  the  Federal  Judiciary  of  an  international 
criminal  court.  (The  Senate  version  of  the  Foreign  Operations  Appropriations  bill 
passed  on  October  24,  1990). 

October  25,  1990:  In  conference  on  the  fiscal  year  1991  Foreign  Operations  Appro- 
priations bill.  House  conferees  recede  to  the  Senate's  position  on  the  Specter  amend- 
ment. Final  Congressional  passage  is  cleared  on  October  27,  1990. 

November  5,  1990:  President  Bush  signs  in  law  (Public  Law  101-513)  the  fiscal 
year  1991  Foreign  Operations  Appropriations  which  includes  the  Specter  amend- 
ment. 

1990:  The  U.N.  General  Assembly  declares  this  the  Decade  of  International  Law. 

March  5,  1991:  Senator  Specter  introduced  a  resolution  (S.  Res.  71)  calling  on 
President  Bush  to  "confer  with  Kuwait,  other  members  of  the  Coalition  or  the  Unit- 
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ed  Nations  to  establish  an  International  Criminal  Court  or  an  International  Military 
Tribunal  to  try  and  punish  all  individuals  involved  in  the  planning  or  execution  of 
war  crimes,  including  Saddam  Hussein." 

INTERNATIONAL  TERRORISTS 

Senator  Specter.  There  are  three  facets.  One  is  terrorism  where 
we  have  been  unable  to  bring  many  international  terrorists  to 
court.  A  second  is  the  drug  dealing.  But  this  has  been  brought  to 
a  head  with  the  war  crimes  in  Bosnia.  And  if  you  are  prepared  to 
do  so  this  morning,  I  would  be  very  interested  to  know  your  gen- 
eral thinking  on  the  desirability  of  United  States  initiative  in  help- 
ing to  set  up  an  international  criminal  court. 

Secretary  Christopher.  Senator,  we  have  taken  a  leading  role  in 
the  U.N.  Human  Rights  Commission  this  year,  to  try  to  think 
through  and  develop  the  concepts  for  a  war  crimes  tribunal  which 
has  many  of  the  aspects  of  an  international  court.  After  that  work 
was  done  in  the  U.N.  Human  Rights  Commission,  the  United  Na- 
tions adopted  a  resolution  providing  for  setting  up  a  war  crimes  tri- 
bunal and  providing  for  the  analysis  and  drafting  of  a  statute. 

We  have  been  actively  involved  in  that  endeavor  at  the  United 
Nations,  more  focused,  to  be  sure.  Senator,  on  the  war  crimes  than 
on  the  broader  ambit  of  your  proposal.  But  I  think  there  are 
quite — if  they  are  not  consistent,  at  least  they  certainly  are  di- 
rected at  the  same  problems  and  we  will  be  continuing  to  press  for- 
ward on  that  front.  It  is  one  of  the  main  aspects  of  our  policy  on 
Bosnia. 

We  think  all  over  the  world,  people  have  to  know  that  if  they  are 
going  to  commit  these  heinous  acts  they  may  someday  be  brought 
to  justice.  And  as  you  say,  frequently  there  is  no  country  that  ei- 
ther has  the  authority  or  the  determination  to  go  ahead  with  the 
prosecution.  So  there  is  a  lot  of  attraction  to  me  of  an  international 
court  or  an  international  body  that  has  the  capacity  to  do  that. 

Senator  Specter.  Mr.  Secretary,  I  am  pleased  to  hear  those  as- 
surances from  you  because  I  think  with  United  States  leadership 
it  can  actually  happen. 

AID  TO  RUSSIA 

Let  me  move  very  briefly  to  the  issue  of  additional  aid  to  Russia, 
and  I  note  today's  news  reports  speak  about  perhaps  even  raising 
the  amount  to  $1  billion.  Last  year  I  offered  an  amendment  which 
did  not  pass  but  which  started  some  thinking  on  asking  for  collat- 
eral security  from  the  Russians  for  these  advances.  I  note  that  the 
Russians  are  currently  not  making  either  interest  or  principal  pay- 
ments on  the  $75  billion  in  debt  to  the  West,  and  I  would  ask  for 
your  reaction  to  the  possibility  of  asking  for  collateral  security  from 
the  Russians  on  their  vast  mineral  reserves  in  gold,  oil,  and  that 
sort  of  collateral  security? 

Secretary  CHRISTOPHER.  Senator,  there  is  no  question  but  that 
the  debt  overlay  in  the  former  Soviet  Union  and  their  inability  to 
pay  their  debts  is  one  of  the  problems  that  reaches  out  for  atten- 
tion. They  do  need  to  have  some  at  least  temporary  debt  relief. 
They  do  need  to  be  in  a  situation  where  they  can  gain  enough 
funds  to  put  their  country  back  on  its  feet. 
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It  is  worthwhile  remembering,  and  this  is  probably  the  founda- 
tion of  your  suggestion,  Senator,  that  Russia  is  a  rich  country  with 
more  resources,  probably,  than  any  other  country  in  the  world.  So 
it  is  not  a  long-term  basket  case,  but  it  is  in  serious  financial  dif- 
ficulty now. 

Whether  the  IMF  or  the  World  Bank  or  other  international  orga- 
nizations will  find  a  way  to  actually  get  collateral  security  is  some- 
what beyond  my  particular  competence.  Senator.  It  is  one  of  the 
things  that  finance  ministers  will  be  discussing. 

But  it  is  clear  that  in  the  multilateral  discussions  as  to  how  to 
help  Russia  obtain  debt  relief  and  how  to  help  Russia  obtain  some 
funds  from  the  IMF,  that  that  kind  of  consideration  ought  to  be 
taken  into  account  because,  as  I  say,  they  have  got  great  resources 
for  the  future.  Whether  that  would  be  an  acceptable  approach,  as 
I  say,  is  somewhat  beyond  my  competence  in  the  area,  but  the  fi- 
nance ministers  who  will  be  meeting  in  Tokyo  along  with  the  for- 
eign ministers  on  April  14,  will  consider  this  issue  as  they  consider 
possible  aid  to  Russia. 

Senator  Specter.  Well,  whatever  they  do,  Mr.  Secretary,  I  would 
urge  that  you  give  it  consideration  in  your  capacity  as  Secretary  of 
State,  because  I  can  tell  you  that  if  you  come  to  the  Senate  and 
you  have  a  proposal  for  collateral  security,  the  likelihood  of  getting 
agreement  from  the  Senators,  I  think,  is  very  markedly  increased. 

Secretary  Christopher.  Yes,  sir. 

BOSNIA 

Senator  Specter.  Let  me  turn  now  to  a  question  as  to  the  possi- 
bility of  commitment  of  United  States  troops  in  Bosnia.  There  have 
been  conflicting  reports  about  that,  and  in  your  opening  statement 
I  wrote  down,  as  best  I  could  get,  the  specifics.  That  you  said  that 
the  United  States  would  be  prepared  to,  "join  with  our  allies  under 
U.N.  agreement  or  U.N.  arrangement  to  enforce  a  ceasefire." 

I  had  an  occasion  to  travel  with  a  group  of  Senators  to  Zagreb 
in  Croatia  and  saw  the  terrain  and  have  heard  reports  from  others 
where  there  has  been  a  major  concern  about  the  possibility  of  U.S. 
troop  involvement.  And  my  question  to  you  is  do  you  see  any  situa- 
tion at  all  where  President  Clinton's  administration  would  be  pre- 
pared to  commit  United  States  troops  in  that  terrain? 

Secretary  Christopher.  Senator,  the  view  of  the  United  States, 
and  our  commitment — and  to  repeat,  and  you  have  it  substantially 
correct — that  if  there  is  a  good  faith  agreement  between  the  parties 
that  has  viable  enforcement  provisions,  the  United  States  will  join 
with  its  allies  in  trying  to  make  sure  that  that  agreement  is  lived 
up  to. 

Now,  no  such  agreement  has  been  reached  and  it  is  very  hard 
to  conjure  up  all  the  possibilities  that  might  exist  if  that  agreement 
is  reached.  But  we  are  committed,  if  there  is  such  an  agreement, 
and  we  are  quite  a  ways  from  getting  one  at  the  present  time,  to 
try  to  find  ways  to  make  sure  that  it  is  lived  up  to. 

What  we  have  said  is  that  U.S.  military  power  would  assist  in 
that  enforcement.  We  have  not  described  the  kind  of  military  power 
that  might  be  used  because,  frankly,  until  there  is  an  agreement, 
until  we  know  how  the  enforcement  provisions  will  look,  that  seems 
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somewhat  premature  to  me.  But  the  United  States  is,  in  those  lim- 
ited circumstances,  prepared  to  use  its  military  power. 

Senator  Specter.  Mr.  Secretary,  just  speaking  for  myself  on  the 
state  of  the  record,  I  have  grave  reservations  about  that.  I  have  not 
formed  a  fixed  opinion. 

Secretary  Christopher.  Yes. 

Senator  Specter.  And  I  am  prepared  to  listen  to  what  you  have 
to  say  on  the  subject  and  our  military  experts,  but  I  have  grave 
reservations.  And  I  hope  that  if  we  undertake  any  such  commit- 
ments, that  we  have  a  lot  more  participation  from  other  countries 
much  beyond  what  was  accomplished  in  Somalia,  for  example.  We 
went  in  very  fast — that  was  President  Bush's  administration — and 
it  seemed  to  me  at  that  time,  and  I  said  so,  that  we  really  should 
have  been  getting  more  contributions.  So  I  hope  we  will  look  to 
that. 

Secretary  CHRISTOPHER.  Senator,  if  I  could  just  comment  briefly 
on  that.  There  is  a  wide  variety  of  views  on  Capitol  Hill  on  the  sub- 
ject of  use  of  U.S.  military  force  in  Bosnia.  I  have  been  up  here  con- 
sulting considerably  in  tne  last  10  days  and  I  am  very  impressed 
with  the  wide  variety  of  views.  There  is  no  doubt  in  anyone  s  mind 
that  Bosnia  is  a  much  more  difficult  case  than  Somalia,  and  our 
administration  will  be  approaching  it  as  a  much  more  difficult  case. 

I  also  would  emphasize  to  you  that  in  discussions  about  this  not 
only  Secretary  Aspin  but  Greneral  Colin  Powell  is  a  very  active  par- 
ticipant. So  we  will  not  be  proceeding  without  understanding  the 
difficulty  of  the  problem  and  the  need  to  protect  U.S.  troops,  as 
well  as  the  point  you  rightly  make  that  we  must  do  this  in  conjunc- 
tion with  those  who  are  closer  at  hand. 

MIDDLE  EAST 

Senator  Specter.  Permit  me  to  turn  for  a  moment  to  the  Mid- 
east and  to  express  my  own  approval  of  what  President  Clinton  has 
said  about  maintaining  the  level  of  assistance  to  Israel  and  to 
Egypt,  and  to  ask  you,  as  we  look  at  the  next  round  of  negotiations 
focusing  on  Syria,  which  I  personally  believe  to  be  the  key  bilateral 
negotiation,  to  ask  you  what  is  the  key  point  of  contention,  if  you 
can  narrow  it  down,  between  the  Israelis  and  the  S5n*ians  in  their 
current  negotiations? 

Secretary  Christopher.  Senator,  as  you  know  the  cochairmen  of 
those  negotiations,  both  the  bilateral  and  multilateral  negotiations, 
are  the  United  States  and  Russia.  We  are  the  sponsors  and  we 
have  invited  the  parties  to  come  back  to  the  negotiations  on  April 
20,  and  I  feel  quite  confident  that  the  negotiations  will  resume  at 
that  time. 

It  is  important  that  all  the  bilaterals  go  forward,  not  just  the  one 
between  Israel  and  S5n:ia.  Each  one  of  the  bilaterals  is  important. 
The  bilateral  with  the  Palestinians  and  the  Israelis,  the  one  be- 
tween the  Israelis  and  the  Jordanians  and  the  Israelis  and  the  Leb- 
anese. 

But  I  think  you  are  right.  Senator,  that  the  relationship  with 
Syria  or  between  Syria  and  Israel  is  a  critical  one.  And  I  think  the     , 
key  issue  there  is  the  willingness  of  Israel  to  withdraw  from  the     I 
Golan  Heights  on  the  one  hand,  and  on  the  other  hand  the  willing- 
ness of  Sjnria  to  insure  full  peace  to  Israel,  so  that  if  there  is  a 
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withdrawal — and  I  definitely  do  not  want  to  try  to  define  that  con-  ^ 
cept  for  Israel,  because  that  is  really  up  to  them,  but  if  there  is  a 
withdrawal,  certainly  it  would  be  in  the  context  of  relationships  be- 
tween Sjn-ia  and  Israel  that  would  give  assurance  for  the  future. 

I  want  to  emphasize  that  our  role  here  is  as  a  full  partner  in  the 
sense  of  being  an  intermediary,  somebody  who  is  trying  to  be  an 
honest  broker,  and  it  will  be  for  the  parties  themselves  to  define 
what  the  critical  issues  are.  Senator.  But  my  own  judgment  is  that 
the  one  mentioned,  that  is  the  withdrawgJ,  unspecified  in  char- 
acter, from  the  Grolan  on  the  one  hand  and  insurance  of  full  peace 
on  the  other  hand,  will  be  a  fundamental  issue. 

Senator  Specter.  Mr.  Secretary,  I  thank  you  for  those  answers. 
The  red  light  has  gone  on  during  the  course  of  your  last  answer. 
I  would  ask  that  you  respond  in  writing  to  a  good  many  written 
questions  with  special  emphasis  on  the  international  criminal 
court. 

And  also  to  ask  if  you  have  any  suggestions — a  group  of  Senators 
will  be  traveling  under  the  auspices  of  the  Aspen  Institute  to  Cape- 
town taking  a  look  at  African  issues,  and  if  you  have  any  special 
matters  which  you  would  like  to  have  us  take  up  at  that  time,  your 
suggestions  would  be  most  welcome. 

Secretary  CHRISTOPHER.  Thank  you  very  much,  Senator,  and  I 
appreciate  that  you  were  recently  in  the  Middle  East  and  you  did 
let  me  know  of  some  interesting  insights  that  you  had  from  that 
trip  and  I  will  welcome  them  from  your  trip  to  South  Africa. 

Senator  Specter.  Well  I  think  the  trips  that  we  Senators  make 
can  be  useful  if  we  stay  in  touch  with  you  and  give  you  the  benefit 
of  our  thinking,  and  then  it  is  up  to  you  to  decide  what  to  do. 

Secretary  Christopher.  Thank  you.  Senator. 

Senator  Specter.  Thank  you  very  much. 

Thank  you,  Madame  Chairman. 

Secretary  Christopher.  Good  morning.  Senator. 

Senator  Mikulski  [presiding].  Mr.  Secretary,  good  morning,  and 
a  very  cordial  welcome.  While  Senator  Leahy  is  voting,  I  will  be 
chairing  the  subcommittee. 

Again,  a  cordial  welcome  and  I  would  like  to  start  off  by  sa5dng 
that  I  am  very  pleased  with  the  appointment  of  Brian  Atwood  as 
the  AID  administrator  and  we  look  forward  to  working  with  him. 
His  competency  and  commitment  in  this  area  is  well  known.  I  hap- 
pen to  believe  that  the  appointments  that  the  President  has  made 
under  your  suggestions  have  been  excellent.  I  believe  that  our  U.N. 
Ambassador,  Dr.  Albright,  is  doing  a  superb  job 

Secretary  Christopher.  Isn't  she. 

Senator  MiKULSKi  [continuing].  At  the  United  Nations  under  a 
very  difficult  and  prickly  time.  Other  appointments  at  the  assistant 
secretary  and  ambassadorial  level  were  also  of  the  same  high  qual- 
ity. 

In  your  testimony,  Mr.  Secretary,  you  gave  us  three  R's.  Three 
R's,  I  guess,  that  are  the  new  lessons  to  be  learned  about  foreign 
policy:  redirect  foreign  policy,  refocus  the  foreign  affairs  budget, 
and  reforming  foreign  policy  institutions.  And  we  look  forward  to 
hearing  about  how  you  want  to  implement  that. 
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EL  SALVADOR 


I  had  some  questions  related  to  old  allies,  and  I  know  Senator 
Specter  has  asked  about  the  Middle  East.  I  would  like  to  come  back 
to  some  old  ways,  and  was  heartened  by  Senator  Leahy  raising  the 
question  about  El  Salvador  and  the  U.N.  Truth  Commission.  I 
would  hope — first  of  all,  I  was  heartened  by  your  response,  and  I 
would  hope  that  as  you  evaluate  what  happened  there,  that  you 
would  also  take  a  look  at  those  people  at  the  State  Department 
who  are  currently  employed,  to  see  then  about  what  their  future 
roles  should  be  at  the  State  Department,  if  at  all. 

But  I  wonder  also  if  you  could  share  what  your  future  plans  are, 
not  only  for  cleaning  up  the  mess  that  happened  with  us  in  El  Sal- 
vador, but  what  your  plans  are  for  El  Salvador  and  your  thinking, 
really,  on  the  hemisphere,  just  quick  background. 

In  a  recent  meeting  with  the  President  I  suggested  that  he — ^with 
all  the  demands  on  him,  that  there  really  be  a  continued  focus  with 
the  Western  Hemisphere.  We  must  focus  with  our  own  Western 
Hemisphere  and  see  it  not  only  as  marketplace  opportunities,  and 
that  we  have  regional  strategies  in  Latin  America,  Central  Amer- 
ica, and  the  Caribbean,  and  country  by  country  plans.  And  I  won- 
der what  your  own  thinking  is  about  that  topic,  because  it  is  our 
hemisphere  and  it  is  keyed  to  our  future  strategic,  economic  con- 
cerns. 

Secretary  Christopher.  Senator,  you  have  touched  a  number  of 
points.  May  I  first  say,  Senator,  that  I  do  not  want  to  prejudge  in 
any  way  the  conduct  of  people  who  are  within  the  State  Depart- 
ment. It  may  turn  out  to  be  that  the  career  foreign  service  officer 
did  a  splendid  job  and  those  who  were  there  were  doing  their  very 
best  under  circumstances  that  they  could  not  control. 

I  do  not  want  to  prejudge  that.  And  I  want  to  be  very  fair  to 
them  because  their  morale  means  a  great  deal  to  me  and  to  you 
and  to  our  country.  I  know  you  know  that. 

Second,  with  respect  to  El  Salvador  itself,  I  think  that  the  rec- 
ommendations of  the  Truth  Commission  should  be  followed  by 
President  Cristiani  and  I  hope  he  will  go  about  doing  so. 

I  am  not  enthusiastic  about  the  amnesty  and  particularly  not  en- 
thusiastic about  it  as  it  may  affect  American  citizens.  I  think  there 
is  or  should  be  a  principle  of  international  law  that  permits  Amer- 
ican citizens  to  pursue  their  remedies  despite  the  kind  of  amnesty 
that  was  provided  by  the  legislature  there. 

In  a  broader  sense.  Senator,  with  respect  to  the  hemisphere, 
President  Clinton  is  very  conscious  of  the  importance  of  the  hemi- 
sphere. Two  of  the  things  he  has  done  during  the  period  before  he 
was  inaugurated  that  were  little  noticed  in  the  United  States  but 
were  certainly  noticed  in  Latin  America. 

First  he  talked  to  a  meeting  of  the  Rio  group,  that  is  the  group 
from  South  America,  all  the  heads  of  State  heard  a  statement  from 
him  as  to  his  commitment  to  South  America.  And  the  same  thing 
was  true  of  the  Caribbean  group  meeting  in  Miami.  He  took  time 
to  do  that  during  the  interregnum. 

So  he  is  fully  conscious  of  that  and  of  course.  President  Salinas 
was  the  first  foreign  leader  that  he  met  with  reflecting  his  concern 
for  the  hemisphere. 
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We  recently  nominated  an  outstanding  foreign  service  office,  Alex 
Watson,  to  be  Assistant  Secretary  for  Latin  America,  a  name  who 
has  a  very  outstanding  reputation  in  the  State  Department,  both 
as  an  economics  officer  as  well  as  a  political  officer. 

So  I  think  that  our  leadership  there  is  a  determined  one.  I  ought 
to  also  mention  when  I  am  talking  about  people  in  the  setting,  Sen- 
ator, that  Deputy  Secretary  Wharton  has  spent  a  great  time  in 
Latin  America,  is  fully  fluent  in  Spanish,  having,  I  think,  done  part 
of  his  growing  up  in  a  Spanish-speaking  country.  So  we  are  going 
to  give  a  lot  of  attention  to  both  Central  and  South  America. 

I  think  recognizing  the  importance  of  Latin  America  we  have — 
the  President  has  selected  an  outstanding  choice  for  the  OAS,  Hat- 
tie  Babbitt,  as  you  probably  know.  So  I  think  we  are  giving  a  lot 
of  attention  and  weight  to  carrying  out  just  the  kind  of  program 
and  just  the  kind  of  priority  to  Central  and  South  America  that 
your  question  suggested. 

And  I  hope  that  will  unfold  as  the  months  go  by,  Senator. 

EASTERN  EUROPE 

Senator  Mikulski.  Well,  thank  you,  Mr.  Secretary.  We  look  for- 
ward to  that. 

One  other  part  of  the  area  of  the  world  is  Eastern  Europe.  A 
great  deal  of  attention  is  focused  on  our  concerns  about  the  Soviet 
Union.  My  concerns  are  also  about  those  Eastern  European  coun- 
tries, who  by  heart  and  soul  are  Western.  And  then  finally,  thro\y- 
ing  off  the  yoke  of  communism,  were  able  to  move  into  this 
sphere — ^Poland,  Hungary,  Czechoslovakia. 

And  I  wonder  what  your  thoughts  and  priorities  are  in  that  area 
and  also,  not  only  in  terms  of  the  traditional  thinking  about  foreign 
aid  around  debt  and  so  on,  but  the  strengthening  of  intermediary 
institutions,  those  things  that  I  know  Mr.  Atwood  is  very  familiar 
with. 

Very  often,  we  try  to  convert  everybody  into  MBA's  and  yet  my 
experience  with  visiting  Poles  were,  they  were  fascinated  about 
credit  unions,  the  fact  that  we  have  nonprofit  organizations.  That 
is  does  not  only  have  to  be  the  church  or  the  government,  but  there 
are  nonprofit  organizations  that  help  make  a  government  and  a  so- 
ciety work. 

So  I  wonder  just  what  your  thoughts  are  on  Eastern  Europe  and 
what  direction  you  want  to  help  the  President  to  move  in,  and  his 
priorities? 

Secretary  Christopher.  Senator,  I  hope  you  will  forgive  me  for 
being  somewhat  general.  One  of  the  concerns  that  a  person  in  my 
position  has  is  to  avoid  letting  today's  crisis  overwhelm  the  many 
problems  that  are  important,  if  not  urgent. 

And  I  would  say  that  that  is  the  way  I  feel  about  Eastern  Eu- 
rope. Those  countries  there  that  are  moving  toward  democracy, 
have  escaped  the  yoke  of  communism,  are  so  important  to  us  for 
the  future  and  we  must  do  everything  we  can  to  bring  them  into 
the  family  of  free  nations. 

One  of  the  ways  that  you  mentioned  is  through  nongovernmental 
institutions.  And  we  will  do  everything  we  can.  As  you  see,  as  we 
reorganize  AID,  that  we  will  be  wanting  to  put  a  weight  on  non- 
governmental institutions  as  a  way  to  carry  out  U.S.  aid. 
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I  think  that  the  CSCE  process  is  one  that  deserves  an  awful  lot 
of  support  from  the  United  States.  Many  of  those  countries  have 
problems  with  minorities  that  are  emerging  in  this  period  of  their 
independence.  And  I  think  CSCE  is  uniquely  qualified  to  help  deal 
with  those  problems. 

Those  countries  can  look  forward  to  membership,  conceivably,  in 
NATO.  I  would  think  some  of  the  countries  you  mentioned  would 
be  the  first  candidates,  if  there  is  to  be  an  enlarged  NATO.  And 
without  trying  to  tell  the  Europeans  what  they  ought  to  be  doing, 
I  would  think  that  the  opportunities  to  join  the  European  commu- 
nity ought  to  extend  at  an  early  date  to  countries  of  that  kind  so 
that  they  are  brought  fully  into  the  fold,  both  from  an  economic 
standpoint  as  well  as  from  a  human  rights  and  democracy  stand- 
point. 

I  place  great  priority  on  our  staying  in  close  touch  with  them.  In 
a  sense,  we  have  tried  to  deal  with  this  organizationally.  Senator, 
by  having  an  ambassador  at  large  for  the  former  Soviet  Union, 
Strobe  Talbott,  focusing  on  that  area  and  the  new  Assistant  Sec- 
retary for  European  Affairs,  Steve  Oxman,  focusing  more  on  East- 
em  Europe  ana  the  remainder  of  Europe.  So  I  certainly  take  your 
caution  about  not  overlooking  or  not  forgetting  Eastern  Europe. 

Senator  Mikulski.  Mr.  Secretary,  thank  you  very  much.  Many 
other  questions  that  I  had  were  raised  by  other  Senators,  related 
to  Bosnia,  the  Middle  East,  the  questions  of  the  chairman. 

I  am  going  to  stop  and  yield  so  that  perhaps  Senator  DeConcini 
would  have  a  chance  to  ask  his  questions  before  the  vote. 

We  look  forward  to  working  with  you  and  with  your  team. 

Secretary  CHRISTOPHER.  Thank  you  very  much.  Senator.  We  will 
do  our  best. 

Senator  DeConcini.  Mr.  Chairman?  May  I  proceed? 

Senator  Leahy  [presiding].  Yes;  please  do.  And  I  am  going  to  go 
and  vote  on  this  one.  I  will  be  right  back. 

BOSNIA 

Senator  DeConcini.  Mr.  Secretary,  thank  you.  I  thank  the  chair- 
man for  putting  my  statement  in  the  record  and  I  have  a  number 
of  questions,  but  I  know  your  time  is  limited,  Mr.  Secretary,  and 
we  have  talked  about  some  of  the  topics  on  other  occasions. 

I  would  like  to  pursue  the  Vance  Owen  plan  in  Bosnia 
Hercegovina,  now  that  the  Bosnian  Cxovemment  has  signed  the 
plan.  If  the  Bosnian  Serbs  do  not  sign  it,  will  the  United  States 
take  any  military  action  against  them?  Is  that  under  consideration? 

Secretary  CHRISTOPHER.  Senator,  at  the  present  time,  we  are 
doing  all  that  we  can  to  take  appropriate  steps  to  persuade  the 
Bosnian  Serbs  to  join.  We  are  launching  a  full-scale  diplomatic  of- 
fensive. The  Bosnian  Serbs  do  have  countries  that  are  supportive 
of  them  and  friendly  to  them.  And  so  we  are  trying  to  get  them  to 
use  their  influence  with  the  Serbs. 

We  are  going  to  toughen  the  sanctions  regime.  We  hope  this 
week  to  get  enforcement  of  the  no-fly  zone.  In  short,  we  are  trying, 
Senator,  to  take  all  the  actions  short  of  direct  military  action  to  try 
to  persuade  the  Serbs  to  join. 

Senator  DeConcini.  Mr.  Secretary,  what  about  lifting  the  arms 
embargo?  Is  that  a  consideration? 
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Secretary  CHRISTOPHER.  If  they  do  not 

Senator  DeConcini.  If  they  do  not. 

Secretary  Christopher.  If  they  do  not  soon  join,  Senator,  we  will 
begin  to  consult  with  our  allies  about  the  possibility  of  lifting  the 
arms  embargo. 

Senator  DeConcim.  How  much  time,  Mr.  Secretary?  Can  you 
give  us  just  a  parameter?  Are  we  talking  about  weeks,  months,  or 
do  you  have  something  in  your  mind  that  you  feel  is  reasonable  to 
be  sure  that  they  understand. 

It  cannot  go  on  forever,  because  as  you  know,  the  violence  contin- 
ues there,  adthough  because  of  the  recent  ceasefire  it  has  stopped 
for  about  48  hours.  But  history  does  not  show  that  the  ceasefire  is 
going  to  last. 

Secretary  Christopher.  I  do  not  want  to  fix  a  particular  time 
line,  but  it  is  not  a  very  long  one  before  we  will  begin  consulting. 

I  have  to  say  to  you.  Senator,  that  is  going  to  be  a  difficult  con- 
sultation. It  is  a  dilemma,  because  if  the  arms  embargo  is  lifted, 
the  present  view  of  our  allies  is  that  they  will — first  they  oppose 
lifting  it  and  second,  if  it  is  lifted,  they  will  cease  their  humani- 
tarian operations  in  Bosnia,  not  out  of  pique  but  because  they 
think  their  humanitarian  efforts  will  become  so  endangered  they 
cannot  continue  with  them. 

So  that  is  a  very  difficult  calculus  as  to  which  way,  in  the  long 
run,  will  save  more  lives  or  which  way,  in  the  long  run,  is  the  bet- 
ter way.  It  is  certainly  very  appealing  to  do  what  people  refer  to 
perhaps  too  glibly  as  level  the  playing  field. 

But  as  I  say,  if  they  do  not  soon  join,  we  will  begin  consultation 
with  our  allies.  We  want  to  act  multilaterally  in  this  difficult  prob- 
lem. We  do  not  want  to  have,  at  least  at  the  present  moment,  the 
United  States  trying  to  deal  with  this  problem  without  the  Euro- 
peans who  are  closer  to  hand. 

Senator  DeConcini.  I  understand,  Mr.  Secretary.  Is  there  any 
doubt  in  your  mind  that  indeed  genocide  has  occurred  in  Bosnia- 
Hercegovina? 

Secretary  CHRISTOPHER.  There  is  no  doubt  in  my  mind  that  rape 
and  ethnic  cleansing  and  other  almost  indescribable  acts  have 
taken  place.  And  it  certainly  rises  to  the  level  that  is  tantamount 
to  genocide. 

The  technical  definition  is  perhaps  not  what  is  important  here, 
but  that  it  is  atrocious  conduct.  It  is  atrocity  after  atrocity  and 
must  be  stopped. 

Now,  in  all  fairness,  I  would  have  to  say,  as  I  have  said  before, 
that  although  the  Serbs  are  the  principal  villains,  there  is  a  se- 
verely troubled  situation  with  a  lot  of  problems  on  all  sides.  The 
hatred  is  so  deep,  so  centuries  long,  and  religiously  oriented  that 
the  people  seem  to  have  lost  ration^ity  on  all  sides. 

Senator  DeConcini.  Well,  Mr.  Secretary,  I  understand,  the  lack 
of  reason  in  the  region  having  visited  there  four  times,  and,  hope- 
fully going  back  there  in  April.  There  are  atrocities  on  both  sides 
and  I  am  pleased  that  the  administration,  through  your  leadership 
has  become  more  deeply  involved. 

I  only  want  to  encourage  you,  as  one  member  of  the  Senate,  thai 
the  United  States  cannot  dodge  this.  I  do  not  see  how  the  Euro 
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peans  can  dodge  it.  We  have  to  take  forceful  action  if  necessary,  be- 
cause this  in  my  judgment  is  genocide. 

Call  it  whatever  we  may,  as  far  as  legal  definitions  go,  it  is  an 
atrocity  that,  in  my  lifetime  is  only  rivaled  by  one  other  tragedy. 
I  hope  that  you  will  continue  to  devote  time  to  this  extremely  im- 
portant issue. 

MACEDONIA 

Let  me  turn  to  another  part  of  that  world  that  is  the  Republic 
of  Macedonia.  The  United  States  has  not  recognized  Macdonia  as 
an  independent  state.  I  understand  President  Clinton's  position  on 
this  issue  prior  to  taking  office,  but  he  has  demonstrated  a  willing- 
ness to  rethink  other  issues  and  to  modify  his  position.  This  rec- 
ognition of  reality  demonstrates  real  leadership. 

Does  the  administration  have  under  consideration  the  recogni- 
tion of  Macedonia?  Frankly,  does  Macedonia  really  pose  a  threat  to 
Greece?  And  what  threat  is  there  to  Greek  security  by  an  inde- 
pendent, sovereign  Macedonia? 

Secretary  Christopher.  Senator,  that  is  one  small  aspect  of  this 
problem  that  seems  to  be  improving  in  recent  days.  As  you  know, 
the  Greek  Gk)vemment  has  now  taken  the  position  that  they  are 
prepared  to  accept  Macedonia  under  the  name  of,  I  believe  it  is,  the 
former  Yugoslav  Republic  of  Macedonia. 

And  I  saw  the  other  day  that  the  Government  in  Greece  survived 
a  no  confidence  vote  that  was  stimulated  by  having  taken  that  de- 
cision. So  there  seems  to  be  some  real  movement  here. 

Historically  speaking,  there  has  been  concern  about  Macedonia 
as  a  threat  to  Greece.  But  rather  than  getting  into  that  history,  let 
me  say  that  this  does  seem  to  be  moving  along.  And  the  United 
States  look  forward  to  the  time  when  Macedonia  can  become  a 
member  of  the  United  Nations.  I  think  it  gives  it  a  good  deal  more 
authenticity  in  connection — than  a  threat  to  it. 

We  also  have  been  very  supportive  of  more  monitors  from  CSCE 
and  others  in  Macedonia,  so  that  we  would  have  an  opportunity  to 
detect  any  aggression  there,  and  also  an  opportunity  to  detect  the 
breach  of  sanctions  at  the  border  of  Macedonia. 

But  as  I  say  that  is  one  small  aspect  of  the  problem.  Senator, 
that  seems  to  be  improving. 

Senator  DeConcini.  Is  it  fair  to  characterize  that  you  have  some 
optimism  now  on  that  subject  matter 

Secretary  Christopher.  Yes,  sir. 

Senator  DeConcini  [continuing].  Where  a  few  months  ago,  there 
did  not  seem  to  be  much  because  of  the  Greek  strong  position  on 
it.  You  feel  more  optimistic  that  Macedonia  will  be  admitted? 

Secretary  Christopher.  Yes  sir;  I  do  feel  more  optimistic. 

Senator  DeConcini.  Thank  you.  Mr.  Secretary,  I  have  a  number 
of  other  questions  which  I  will  submit  to  your  staff.  I  would  appre- 
ciate your  answers.  Thank  you,  sir. 

Senator  D'Amato.  I  yield  to  the  Senator  from  California. 

Senator  Feinstein.  Thank  you  very  much,  Mr.  Secretary. 

I  too  want  to  welcome  you. 

Secretary  Christopher.  Thank  you. 

Senator  Feinstein.  It  is  good  to  see  you  a  fellow  Califomian  as 
Secretary  of  State,  I  must  say. 
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Secretary  Christopher.  I  too.  I  too. 

Senator  Feinstein.  I  have  three  areas  that  I  want  to  ask  you 
questions  about.  One  is  the  nonproliferation  area,  one  is  China, 
and  one  is  the  Middle  East. 

MIDDLE  EAST 

Let  me  begin  with  the  Middle  East. 

I  want  to  thank  you  personally  for  your  very  active  and  I  think 
important  activity  with  respect  to  securing  peace  in  the  Middle 
East.  There  are  many  of  us  that  are  very  concerned  by  a  couple  of 
things.  One  is  the  possibility  of  nuclear  weapons  in  Iran,  the  re- 
arming of  Iraq,  the  proliferation  of  weapons  in  the  area. 

I  gather  we  have  even  put  in  some  $37  billion  of  additional  weap- 
ons to  the  Arab  nations  since  the  end  of  the  gulf  war.  So  I  am  very 
glad  to  see  these  activities  moving  ahead,  Mr.  Secretary. 

Let  me  ask  you  this.  I  think  you  are  right,  that  foreign  aid  must 
be  level;  that  the  strategic  balance  of  power  cannot  be  altered  in 
the  Middle  East  at  this  particular  point  in  time.  Would  you  be  will- 
ing to  make  some  comment  on  the  progress  in  this  6-month  period, 
as  you  see  it,  with  respect  to  discussions  between  the  Israelis  and 
the  Palestinians? 

Secretary  Christopher.  Senator,  I  think  1993  can  be  a  year  of 
great  progress  in  the  Middle  East.  My  trip  out  there  left  me  with 
one  indelible  impression,  and  that  is  that  all  the  leaders  in  the 
Middle  East  want  to  get  back  to  the  peace  process,  because  they 
think  this  is  a  historic  moment,  perhaps  a  one-time  opportunity. 

A  number  of  things  go  into  tnat.  Fart  of  it  has  to  do  with  the 
leadership  in  the  countries.  Part  of  it,  perhaps,  has  to  do  with  their 
age  and  their  experience  on  the  international  scene.  Part  of  it  has 
to  do  with  the  tremendous  frustration  over  the  waves  of  violence 
that  have  swept  the  area. 

In  any  event,  for  whatever  reason.  Senator  Feinstein,  there 
seems  to  be  a  determination  to  get  on  with  the  process.  And  I  think 
that  1993  can  be  a  year  of  real  progress.  The  next  6  months  that 
you  speak  of,  if  the  parties  will  come  back  to  the  table  in  April,  and 
I  think  they  will,  then  I  think  that  we  can  see  some  progress. 

I  am  not  predicting  any  final  solutions  in  that  period  of  time.  But 
the  conversations  I  have  had  with  Prime  Minister  Rabin  and  with 
President  Assad  and  the  others  there,  I  think  that  we  are  really 
in  an  environment,  we  are  in  an  atmosphere  where  we  can  prob- 
ably turn  a  major  comer. 

With  respect  to  the  Palestinians,  I  met  with  them  over  this  last 
weekend,  as  well.  I  think  they  recognize  that  the  United  States  is 
willing  to  be  a  full  partner,  in  the  sense  of  being  an  intermediary, 
that  we  can  help  them  achieve  a  possible  solution  to  their  problem. 
So  I  think  they  will  come  back  to  the  table.  That  is  a  rather  unique 
leadership  structure  that  is  not  easy  to  work  with,  but  I  hope  there 
will  be  some  improvements  in  that. 

And  even  on  that  front  I  think  that  I  see  signs  of  addressing  the 
issues  substantively,  and  not  just  talking  past  each  other.  So  I  feel 
relatively  hopeful  about  what  can  be  done  there,  and  I  want  to  em- 
phasize that  I  am  going  to,  and  President  Clinton  is  going  to,  de- 
vote our  efforts  to  this  in  a  fairly  determined  way,  in  a  very  deter- 
mined way. 
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Senator  Feinstein.  Thank  you,  Mr.  Secretary. 

I  would  like  to  just  for  a  moment  take  up  where  Senator  McCon- 
nell  left  off.  I  have  followed  China  for  a  number  of  years,  visited 
there  very  frequently.  And  the  new  President,  newly  elected  Presi- 
dent, Jiang  Zamin  and  I  were  mayors  at  the  same  time,  and  got 
to  know  each  other  quite  well.  We  have  had  opportunities  to  dis- 
cuss the  human  rights  situation,  as  well  as  Tibet. 

Do  you  see  his  election  as  President  of  the  PRC  as  any  kind  of 
indication  of  a  change  with  respect  to  human  rights  in  Tibet,  in 
China? 

Secretary  Christopher.  Senator,  since  you  were  fellow  mayors 
and  no  doubt  spent  time  together,  you  might  be  the  better  one  to 
answer  that  question  than  I.  I  think  I  detect  within  the  Chinese 
hierarchy  a  willingness  to  make  progress  in  this  area.  I  think  they 
recognize  the  tremendous  importance  of  their  trading  relationship 
with  the  United  States.  After  all,  they  have  got  a  $19  billion  favor- 
able trade  balance,  and  I  think  that  means  something  to  them. 

So  I  think  they  will  want  to  make  progress.  But  it  is  a  society 
that  has  been  there  for  a  long  time.  It  is  quite  hard  to  evaluate  and 
to  read.  And  I  am  not  sure  which  areas  they  will  make  progress 
in.  They  have  made  so  much  progress  toward  capitalism  that  it 
shows  that  they  are  not  frozen  in  a  mold.  And  I  hope  they  will 
make  progress  on  nonproliferation  and  on  human  rights  and  on 
trade  abuses. 

But  I  am  not  enough  of  a  seer  to  know  which  of  those  areas  in 
which  we  might  find  movement.  I  wonder  if  I  could  ask  you.  Sen- 
ator, whether  you  think  that  his  becoming  President — he  was 
mayor  of  Shanghai,  was  he  not? 

Senator  Feinstein.  He  was  mayor  of  Shanghai,  that  is  correct. 

Secretary  Christopher.  It  is  a  signal  of  increased  sensitivity  to 
those  issues. 

Senator  Feinstein.  Well,  this  is  difficult.  He  was  a  hardliner 
during  Tiananmen. 

Secretary  CHRISTOPHER.  Yes. 

Senator  FEINSTEIN.  He  has  been  educated  in  the  West.  He 
speaks  very  fluent  English.  He  is  an  engineer,  a  very  bright  man. 
I  am  hopeful  that  as  the  old  leadership  changes — I  think  he  under- 
stands that  if  you  have  an  economic  democracy,  a  social  democracy, 
at  some  points  it  is  going  to  follow.  I  think  the  Chinese  take  great 
pride  in  the  fact  that  they  have,  through  their  various  special  eco- 
nomic zones,  really  been  able  to  develop  a  market  culture  that  is 
unprecedented  for  a  totalitarian  country. 

I  think  that — well,  in  1991,  we  spent  4  hours  with  him  discuss- 
ing human  rights  and  discussing  Tibet.  I  did  not  feel  we  made  any 
progress  at  that  time,  but  I  am  hopeful  that — I  know  there  is  deep 
concern  on  MFN. 

I  happen  to  be  a  vote  for  putting  conditions  on  MFN.  I  think  the 
number  of  those  votes  are  critical  in  the  Senate,  because  I  believe 
that  we  simply  have  to  take  a  firm  stand  with  respect  to  patent 
protection,  arms  proliferation,  prison  labor,  as  well  as  human 
rights,  when  we  give  most  favored  nation  status,  particularly  in 
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view  of  our  denying  it  for  those  reasons  from  the  Soviet  Union  for 
so  long,  with  letting  its  Jewish  citizens  leave  and  Jackson-Vanek. 
So  my  guess  is  as  good  as  yours,  Mr.  Secretary,  I  think,  in  that 
regards. 

NONPROLIFERATION 

If  I  could  just  ask  my  last  question.  You  mentioned  that  you 
were  going  to  add  $300  million  to  the  $400  million  in  Russian  aid. 
Would  you  mind  commenting  on  that  with  respect  to  START  II, 
whether  you  see  a  connection  between  the  two,  and  whether  you 
see  movement  to  move  ahead  with  the  treaty? 

Secretary  Christopher.  Senator,  I  guess  I  want  to  make  clear 
that  that  is  a  request  for  aid.  I  understand  full  well  who  does  the 
authorizing  and  appropriating. 

I  think  there  is  a  determination  on  the  part  of  President  Yeltsin 
to  move  forward  with  START  II.  Of  course  it  is  all  caught  up  in 
his  future.  That  is  one  of  the  reasons,  and  there  are  several,  why 
it  is  deeply  in  the  self-interest  of  the  American  people  that  Presi- 
dent Yeltsin  succeed,  or  that  at  least  the  forces  of  democracy  and 
the  free  market  succeed,  because  it  will  be  those  forces  that  press 
for  the  confirmation — approval  of  START  II. 

We  must  work  with  all  four  of  the  nuclear  newly  independent 
states  in  order  to  try  to  achieve,  first,  their  ratification  of  START 
I,  and  then  their  moving  toward  START  II. 

President  Clinton  raises  this  subject  frequently  as  a  matter  of 
great  concern  to  him.  I  am  sure  the  general  issue  will  be  raised  at 
the  summit.  But  it  is  one  of  the  reasons  why  it  is  so  important  to 
Americans  why  it  is  so  much  in  their  interest  to  have  a  continu- 
ation of  the  kind  of  government  that  President  Yeltsin  has  given. 

I  think  that  if  he  stays  in  power,  if  he  stabilizes  his  situation, 
that  the  chances  for  ratification  of  START  II  are  greatly  improved, 
especially  if  the  Parliament  can  be  made  a  more  democratic  par- 
liament, which  I  hope  will  come  out  of  this. 

But  I  would  want  to  say.  Senator  Feinstein,  that  we  are  in  a  very 
turbulent  time.  Perhaps  we  should  not  be  too  surprised,  remember- 
ing our  own  history  here  in  the  United  States.  It  took  us  13  years 
to  get  our  first  President,  and  we  were  arguing  over  the  articles  of 
confederation  and  our  Bill  of  Rights  for  years. 

So  the  fact  that  a  country  has  to  come  as  far  as  Russia  has  to 
come  we  perhaps  should  not  be  too  surprised  that  it  is  taking  some 
time  to  get  their  lines  in  order.  But  I  am  hopeful  that  if  it  can  be 
stabilized  there,  and  of  course.  President  Yeltsin  is  very  much  the 
President  of  Russia  today,  that  there  will  be  progress  here,  too. 

Senator  Feinstein.  Do  you  then  see  START  I  and  II  intertwined 
with  the  destiny  of  Yeltsin? 

Secretary  Christopher,  Yes;  I  think  that  he  has  staked  a  great 
deal  to  rid  Russia  of  the  burden  of  nuclear  armaments  and  the  cost 
of  nuclear  armaments  and  I  think  the  Russian  people — I  hope  they 
will  come  to  recognize  that.  But  there  are  some  forces  of  darkness 
who  I  think  would  like  to  move  back  to  another  direction. 

So  I  see  not  only  his  fate  but  our  future  deeply  intertwined  on 
that  issue. 

Senator  Feinstein.  So,  would  you,  if  Yeltsin — well,  I  guess  it 
would  depend  on  with  whom  he  was  replaced — ^but  if  he  were  to  be 
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replaced,  you  would  then  be  concerned  as  to  whether  those  treaties 
would  move  ahead? 

Secretary  CHRISTOPHER.  I  would  be  very  much  concerned  about 
them.  I  think  there  is  the  risk  of,  once  again,  a  nuclear  threat.  I 
think  some  of  the  people  who  would  replace  Yeltsin,  maybe  some 
of  those  most  likely  to  replace  him,  would  have  a  strong  nationalis- 
tic tendency.  And  that  would  feed  itself  into  perhaps  a  hesitance 
about  START  II,  a  hesitance  to  go  forward  with  the  program  of 
denuclearization  that  has  been  started  under  President  Yeltsin. 

Senator  Feinstein.  Thank  you,  Mr.  Secretary,  and  good  luck. 

Secretary  Christopher.  Thank  you.  Senator. 

Senator  Feinstein.  Thank  you. 

Senator  Leahy.  Thank  you. 

Senator  D'Amato. 

Senator  D'Amato.  Mr.  Secretary,  I  want  you  to  know  that  the 
chairman  has  such  great  regard  for  you  that  he  was  designing  a 
scheme  to  skip  me,  because  he  said  I  caused  too  much  confusion. 

Senator  Leahy.  It  is  true.  I  did  slip  him  a  note  to  that  effect. 

Senator  D'Amato.  He  sent  me  this  note. 

Senator  Leahy.  I  gave  in  at  the  last  minute  and  decided,  insofar 
as  we  were  from  neighboring  States,  we  would  go  along  and  let  you 
go  ahead. 

IRAQ 

Senator  D'AMATO.  Mr.  Secretary,  today  I  could  not  help  but  no- 
tice an  article  that  appeared  in  the  Washington  Post,  under  the 
headline,  "U.S.  Drops  Demand  for  Saddam's  Ouster."  And  I  am 
sure  you  read  it.  Does  this  represent  a  change  in  policy? 

Secretary  Christopher.  Senator,  I  am,  in  a  sense,  glad  you 
asked  me  that  question,  because  there  has  been  no  change  in  U.S. 
policy.  I  have  read  those  stories.  We  have  not  relented.  We  have 
not  softened  our  position  with  respect  to  Iraq  or  Saddam  Hussein. 

And  I  want  to  say  that  as  forcefully  as  I  can.  We  want  to  have 
all  the  U.N.  resolutions  obeyed.  The  only  change  in  which  we  might 
have  tried  to  impersonalize  it  is  to  ensure  that  not  only  Saddam 
Hussein  but  his  successors  will  have  to  obey  those  resolutions. 

I  think  that  there  is  no  practical  difference  between  our  policy 
and  that  of  President  Bush  except  that  we  have  an  ongoing  thrust 
and  that  it  not  be  limited  to  President  Hussein.  I  am  worried  about 
his  successors  as  I  am  about  him,  in  a  sense.  I  do  not  find  it  con- 
ceivable that  he  could  obey  those  resolutions  and  stay  in  power,  so 
I  hope  that  by  forcing — pressing  those  resolutions  we  will  ensure 
his  departure  from  power.  And  that  is  our  determination,  and  I  am 
glad  to  be  able  to  tell  you  that  there  has  been  no  change,  no  soften- 
ing, no  relenting.  We  feel  exactly  as  we  did  before  about  Saddam 
Hussein. 

In  fact,  and  I  am  sorry  to  carry  on  about  this,  but  I  am  worried 
that  he  is  getting  worse,  rather  than  better. 

Senator  D'Amato.  See,  isn't  it  good  that  you  let  me  ask  this  ques- 
tion? [Laughter.] 

Secretary  CHRISTOPHER.  We  are  going  to  have  to  deal  with  more 
conduct  on  his  part,  rather  than  finding  him  softening  or  easing. 

Senator  D'AMATO.  Well,  it  would  appear  that  a  number  of  inci- 
dents have  occurred,  which  show  he  is  becoming  even  more  mili- 


165 

tant  and  more  brazen.  He  has  also  shown  open  hostility  toward  the 
United  Nations  and  toward  the  mandates  that  he  agreed  to. 

Secretary  Christopher.  Exactly,  Senator.  I  do  not  know  why 
the — not  to  criticize  the  press,  because  we  all  are 

Senator  D'Amato.  No;  that  is  OK  I  understand  it.  [Laughter.] 

Believe  me,  in  my  State  they  have  two  Italians,  you  Imow.  One 
is  pope-like  and  the  other  is  godfather-like.  You  determine  it  and 
tell  me  which  one  is  which. 

Secretary  CHRISTOPHER.  There  seems  to  be  a  preoccupation  with 
somehow  his  charm  offensive  or  his  getting  better  is  another  thing 
I  read.  When  I  read  my  reports  daily  he  is  getting  worse. 

LIBYA  AND  PAN  AM  103 

Senator  D'Amato.  There  was  one  other  thing  that  Senator  Lau- 
tenberg  touched  on,  namely  the  bombing  of  Pan  Am  103  coupled 
with  the  fact  that  we  have  clearly  established  the  links  directly 
with  Libya  and  Qaddafi's  brother-in-law  and  a  number  of  people 
now.  There  are  warrants  out  for  their  arrest. 

Mr.  Secretary,  it  seems  to  me,  and  this  may  be  difficult  and 
maybe  it  is  because  I  have  so  many  of  the  loved  ones  of  those  who 
died  live  in  and  around  my  State,  30  of  the  students  that  went  to 
my  alma  mater,  Syracuse,  and  their  parents  have  not,  nor  will 
they,  forget — and  Senator  Lautenberg  shares  it  with  a  number  of 
his  constituents  also,  so  you  feel  it  in  a  very  personal  way. 

And  they  raise  the  question.  They  say:  Senator,  why  is  it  that  we 
have  not  pressed  for  the  kinds  of  action  that  will  deal  a  punishing 
blow  to  the  Libyans,  such  as  an  oil  embargo,  a  total  oil  embargo, 
and  involve  our  allies? 

And  I  believe  that  we  can  and  should.  And  I  do  not  know  if  you 
are  looking  at  this.  We  have  before,  in  a  very  bipartisan  manner, 
pursued  this  both  with  your  predecessors,  and  I  bring  it  to  you.  It 
is  not  fair  to  expect  you  to  come  forth  with  an  answer  at  this  time, 
but  I  would  ask  you  if  you  would  not  personally  look  at  it.  Because 
I  think  we  almost  encourage  these  despots,  these  dictators  to  con- 
tinue this. 

What  price  do  they  pay  if  they  sponsor  this  kind  of  new  warfare? 
You  see,  I  think  this  terrorism  is  a  new  warfare,  what  we  saw  at 
the  World  Trade  Center,  et  cetera.  Pan  Am  103,  et  cetera,  by  utiliz- 
ing these  various  groups  and  factions.  The  Qaddafis  and  now  the 
Iranians  and  others  are  financing  it.  It  is  a  way  to  shield  them- 
selves from  a,  let's  say,  military  reaction  to  it.  Because  it  is  very 
difficult  to  justify  a  military  strike  where  there  has  been  even 
something  like  Pan  Am  103,  with  almost  300  people  killed,  or  a 
World  Trade  Center  bombing  in  which  6  people  were  killed  and 
over  1,000  injured. 

But  it  is  not  nearly,  I  think,  something  that  would  provoke  an 
outcry  from  our  allies,  but  is  something  that  is  well  within  our 
right,  and  I  think  our  people  would  be  supportive  in  terms  of  a  real 
embargo  against  their  oil. 

Secretary  CHRISTOPHER.  Senator,  I  think  the  time  has  come  to 
stiffen  the  embargo  against  Libya.  We  are  consulting  with  our  al- 
lies now  about  ways  to  stiffen  it.  One  of  the  things  we  want  to  talk 
about  is  an  oil  embargo.  So  I  am  very  frustrated  with  that  situa- 
tion. Libya  keeps  sending  us  indirect  signals  that  there  are  ways 
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to  resolve  it.  I  do  not  know  how  many  individuals  have  come  to  us 
and  said  that  they  want  to  be  an  intermediary. 

Well,  we  do  not  need  any  intermediary.  What  we  need  is  compli- 
ance with  the  U.N.  resolutions.  And  they  know  how  to  comply,  and 
I  think  they  ought  to  comply.  And  I  think  we  ought  to  stiffen  the 
sanctions.  I  think  enough  time  has  passed. 

Senator  D'Amato.  Well,  I  want  to  thank  you.  That  is  very  heart- 
ening. And,  you  know,  this  goes  well  beyond  just  the  families  of 
this  victims.  We  are  talking  about  potential  victims.  And  I  think 
that  is  the  only  way  to  send  a  very  clear  signal  that  we  are  pre- 
pared to  take  on  those  who  sponsor  the  kinds  of  terrorist  attacks 
that  we  have  seen. 

Thank  you  very  much,  Mr.  Secretary. 

Senator  LEAHY.  Thank  you.  Senator  D'Amato. 

Senator  Harkin. 

Secretary  Christopher.  Good  morning,  Senator. 

SALVADOR 

Senator  Harkin.  Mr.  Secretary,  I  join  with  other  members  in 
welcoming  you  today  and  I  look  forward  to  working  with  you  in  the 
future.  I  will  try  to  be  brief  As  you  know,  the  U.n!  Truth  Commis- 
sion on  El  Salvador  released  its  report  on  the  human  rights  abuses 
on  March  15.  That  report  blamed  El  Salvador's  military  and  death 
squads  for  thousands  of  innocent  deaths. 

The  Truth  Commission  sheds  light  on  El  Salvador's  dark  history 
of  human  rights  abuses.  I  believe  it  proves  what  I  and  many  oth- 
ers, including  the  distinguished  chairman  of  this  subcommittee, 
said  for  a  long  time,  but  were  denied  by  the  previous  administra- 
tion. In  that  regard,  I  welcome  your  appointment  of  a  panel  to  in- 
vestigate charges  that  the  State  Department  officials  may  have 
misled  Congress  about  the  atrocities  by  the  Salvadoran  military 
throughout  the  1980's,  and  I  congratulate  you  for  setting  up  that 
panel. 

I  think  it  would  be  a  mistake,  however,  to  see  the  report  only  as 
a  document  of  past  abuses.  The  recommendations  oi  the  Truth 
Commission  are  a  road  map  to  the  future.  President  Cristiani  must 
be  encouraged  to  seize  this  opportunity  to  establish  civilian  control 
over  the  military,  instead  of  attempting  to  defend  the  old  order,  or 
to  sweep  serious  human  rights  abuses  under  the  rug. 

I  will  certainly  recommend  to  Chairman  Leahy  that  our  assist- 
ance to  El  Salvador  be  conditioned  on  the  Salvadoran  Grovem- 
ment's  compliance  with  the  U.N.  Truth  Commission's  recommenda- 
tions, such  as  complete  investigation  into  the  death  squads,  remov- 
ing human  rights  violators  from  public  office,  and  reform  of  the  ju- 
diciary. 

Could  you,  Mr.  Secretary,  indicate  the  steps,  if  there  are  any, 
that  you  can  talk  about  openly  that  the  administration  has  taken 
to  encourage  President  Cristiani,  who,  I  might  add,  I  believe  has 
been  doing  a  good  job,  to  comply  with  the  recommendations  of  the 
Truth  Commission  and  gain  civilian  control  over  the  military? 

Secretary  CHRISTOPHER.  Senator,  as  you  know,  we,  that  is,  the 
United  States,  not  only  cooperated  with  the  report  of  the  Truth 
Commission,  but  we  financed  it,  in  part.  We  think  it  is  a  very  im- 
portant report  and  we  think  it  should  be  complied  with.  We  are 
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consulting  with  President  Cristiani.  He  seems  to  have  an  intention 
to  go  forward  with  it.  There  have  been  dismissals  within  their  gov- 
ernment, consistent  with  the  report. 

At  the  present  time,  I  think  all  I  would  like  to  say  is  that  we 
are  giving  every  encouragement  to  President  Cristiani  to  carry  out 
the  report,  and  I  think  the  relationship  between  our  countries  will 
be  undoubtedly  affected  by  that  report  and  by  the  conduct  in  carry- 
ing it  out. 

Senator  Harkin.  I  appreciate  that,  Mr.  Secretary.  And  I  hope 
that  in  the  same  vein  that  we  talked  about  supporting  President 
Yeltsin  because  of  the  reforms  that  he  is  trying  to  make  in  Russia, 
I  would  hope  that  we  would  have  the  same  thrust  toward  President 
Cristiani  in  El  Salvador  that,  to  the  extent  that  he  continues  his 
reforms,  complies  with  the  Truth  Commission's  recommendations, 
that  he  will  have  our  firm  and  solid  backing  here  in  the  United 
States. 

Secretary  Christopher.  Thank  you,  Senator. 

NICARAGUA 

Senator  Harkin.  Second,  regarding  Nicaragua.  As  you  know,  $50 
million  was  released  by  the  previous  administration  in  December. 
There  is  still  $50  million  that  has  been  held  up.  This  is  fiscal  year 
1992  money.  I  think  President  Chamorro,  has  been  doing  a  very 
good  job,  in  terms  of  promoting  national  reconciliation  and  eco- 
nomic recovery.  They  have  downsized  their  military  from  75,000  to 
about  15,000,  which  some  say  may  be  the  smallest  military  in 
Central  America. 

Still,  there  are  a  lot  of  economic  problems  in  Nicaragua.  There 
is  a  meeting  that  is  taking  place  on  April  2,  the  donor's  meeting, 
and  I  am  hopeful  that  some  action  can  be  taken  on  the  release  of 
the  second  amount  of  $50  million. 

Is  there  anything  that  you  can  tell  us  about  that  today  at  all? 

Secretary  Christopher.  Senator,  we  are  actively  consulting  with 
respect  to  that.  I  hope  we  will  have  a  decision  within  a  very  few 
days.  We  hope  to  find  the  basis  on  which  those  sums  can  be  prop- 
erly released.  We  do  not  have  a  decision  on  it,  but  we  are  actively 
consulting  on  Capitol  Hill. 

RUSSIA 

Senator  Harkin.  I  appreciate  that,  Mr.  Secretary. 

Last,  before  my  5  minutes  is  out — do  I  still  have  1  minute  left, 
Mr.  Chairman? 

Senator  Leahy.  Go  ahead. 

Senator  Harkin.  I  have  a  letter  which  I  would  like  to  give  to  you 
or  to  your  staff.  It  is  written  to  me  from  Chairman  Agafanov,  who 
is  the  chairman  of  basically  what  would  be  our  counterpart  of  the 
Secretary  of  Agriculture  for  Russia.  He  is  a  close  associate  of  Mr. 
Yeltsin. 

In  my  visits  with  him  in  Russia  last  year,  we  talked  about  a  lot 
of  the  joint  ventures  and  private  enterprise  activities  between  Rus- 
sia and  the  United  States.  One  interesting  comment  by  him  at  the 
time  was  that,  the  situation  is  almost  like  the  Wild  West.  He  said, 
"there  are  a  lot  of  bandits  out  there  on  both  sides,  on  the  Russian 
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side  and  on  your  side,  taking  advantage  of  the  situation  to  make 
off  with  a  lot  of  money." 

He  said  there  is  a  lot  of  duplication  of  efforts  and  a  lot  of  mis- 
understandings. And,  in  the  letter,  he  calls  for  the  establishment, 
of  a  coordinating  council  that  would  work  with  the  private  sector. 
This  council  would  be  made  up  of  Russian  and  American  citizens, 
and  that  perhaps  even  the  chairman  of  it  ought  to  be  an  Amer- 
ican— should  be  an  American,  but  it  ought  to  be  a  joint  coordinat- 
ing council  that  would  oversee  a  lot  of  our  efforts  and  eliminate  any 
duplication.  It  would  provide  for  a  kind  of  clearing  house  for  United 
States  private  enterprises  who  want  to  do  business  in  Russia  to 
protect  both  them  and  their  Russian  counterparts. 

I  wish  that  you  would  review  this  letter  and  explore  the  possibil- 
ity of  establishing  a  coordinating  council. 

Secretary  Christopher.  Thank  you  very  much. 

Mr.  Chairman,  I  notice  that  12  is  approaching,  and  I  see  some 
Senators  who  have  not  had  a  chance  to  question  me,  and  I  am  con- 
cerned about  that.  If  I  could  have  just  a  moment's  recess  and  a 
chance  to  talk  on  the  telephone  I  could  come  back  for  perhaps  15 
or  20  minutes. 

Would  that  be  helpful? 

Senator  Leahy.  Of  course.  That  would  be  very  helpful. 

Senator  Mack  has  been  here  waiting  patiently. 

Senator  Mack.  I  have  been  here  all  morning. 

Senator  Leahy.  I  wanted  to  recognize  him,  and  then  Senator  Ste- 
vens. 

Why  don't  we  recess  until  the  call  of  the  Chair.  We  have  a  phone 
in  the  back  here. 

[A  brief  recess  was  taken.] 

Senator  Leahy.  The  committee  will  reconvene.  Again,  I  appre- 
ciate the  Secretary's  courtesy. 

Senator  Mack,  you  have  been  waiting  patiently.  I  yield  to  you. 

IRAN 

Senator  Mack.  Thank  you,  Mr.  Chairman.  And  let  me  also  ex- 
tend my  welcome  to  the  Secretary  to  our  meeting  today. 

I  want  to  return  to  some  questions  related  to  Iran.  And  I  am 
going  to  limit  my  comments  because  we  do  have  limited  time. 

But  you  earlier  referred  to  Iran  as  an  international  outlaw  and 
I  think  that  is  a  very  appropriate  statement.  Let  me — there  was  an 
article  that  appeared  in  Foreign  Affairs  about  Iran.  And  it  said 
that  Iran's  1992-93  budget  formally  allots  $20  million  for  Palestin- 
ian rejectionists,  including  Hamas. 

It  went  on  further  to  say  that: 

The  Europeans  and  the  Japanese  dismiss  American  proposals  that  aid  to  mod- 
erates be  delayed  until  Iran  meets  certain  tests.  Our  aUies  have  gone  the  detente 
route  on  their  own,  providing  Iran  with  billions  each  year  in  government  back  loans 
and  access  to  advance  technology,  some  even  with  military  applications. 

And  then  there  was  a  separate  statement,  apparently  made  by 
the  Iranian  Finance  Minister.  And  he  publicly  admitted,  I  might 
say  to  the  surprise  of  many  Western  officials,  that  as  of  March 
1992,  Iran  had  $30  billion  in  debts  outstanding  and  that  $20  billion 
of  that  debt  had  been  incurred  in  the  past  3  years. 
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So  my  questions  are  the  following.  First,  can  we  really  continue 
the  situation  where  the  United  States  pursues  one  policy  toward 
terrorist  states  while  our  European  allies  pursue  a  markedly  dif- 
ferent policy  that  undermines  our  own? 

Second,  is  not  Iranian  extensive  support  for  terrorism  and  arms 
subversion  a  clear  case  of  a  threat  to  international  peace  described 
in  article  39  of  the  United  Nations  charter?  Why  doesn't  the  United 
States  try  to  use  the  U.N.  charter  as  it  was  intended,  to  take  unit- 
ed action  against  threats  to  international  peace? 

And  third,  will  the  United  States  seek  a  commitment  from  our 
allies  to  stop  or  at  least  curtail  their  lending  to  Iran  at  the  July 
meeting  of  the  Group  of  Seven  in  Tokyo? 

Secretary  CHRISTOPHER.  Senator,  I  would  just  repeat  my  own 
United  States'  attitude  that  Iran  is  an  international  outlaw  and  a 
very  dangerous  one;  because  of  their  support  for  terrorism,  because 
of  their  attitudes  toward  weapons  of  mass  destruction,  and  gen- 
erally speaking,  their  tendency  to  export  their  troubles. 

And  we  will  take  whatever  action  we  can  ^x>  try  to  persuade  our 
allies  that  our  position  is  the  one  they  ought  to  follow.  One  of  the 
things  about  the  new  era,  the  post-cold  war  era  that  we  are  in  is 
that  nations  of  the  world  have  a  good  deal  of  independence  in  as- 
sessing threats  around  the  world. 

We  think  we  are  quite  right  about  this  and  we  think  we  have 
some  evidence  to  be  used  in  persuading  them.  And  I  have  the  feel- 
ing that  some  of  our  allies  may  be  unduly  influenced  by  the  possi- 
bility of  economic  gain.  That  is  not  only  true  of  some  of  our  allies, 
but  there  are  a  number  of  businesses  that  would  like  to  deal  with 
Iran. 

But  I  think  in  their  present  frame  of  mind  and  their  present  atti- 
tudes that  we  ought  to  continue  our  policy.  We  ought  to  work  as 
hard  as  we  can,  both  with  our  allies  and  at  the  United  Nations  to 
see  what  we  can  do  to  try  to  ensure  that  Iran  lives  up  to  its  inter- 
national commitments  with  respect  to  terrorism,  with  respect  to 
nonproliferation. 

^^^en  I  was  in  the  Middle  East,  Senator,  I  was  really  quite  sur- 
prised by  the  degree  of  apprehension  and  concern  that  all  the  Mid- 
dle Eastern  countries  had  about  Iran.  I  was  concerned  that  perhaps 
there  might  have  been  a  tendency  there  to  discount  the  danger. 
But  I  encountered  none  of  that  at  all.  There  was  an  equivalent  con- 
cern about  both  Iran  and  Iraq.  And  we  are  going  to  be  communicat- 
ing that  as  broadly  as  we  can  and  we  will  be  discussing  that  in  var- 
ious international  forums,  the  United  Nations  and  the  meeting  of 
the  Group  of  Seven. 

I  think  that  our  policy  is  a  firm  one  and  I  hope  that  our  allies 
will  soon  take  that  same  policy.  But  in  this  new  era,  we  have  to 
remember.  Senator,  that  there  are  sovereign  countries  and  they  do 
take  their  sovereign  positions. 

Senator  Mack.  I  fully  appreciate  that.  And  I  also  appreciate  the 
comment  you  just  made  aoout  the  role  that  you  and  tne  adminis- 
tration plans  to  take  with  respect  to  this. 

I  would  just  also  underscore  your  comments.  I  visited  Russia, 
Ukraine,  Kazakhstan,  and  Israel  earlier  last  year.  And  you  are 
quite  right.  The  focus — there  is  deep  concern  about  Iran  and  what 
it's  overall  plan  is. 
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So  I  think  this  has  got  to  be  a  top  priority. 

SYRIA 

Again,  because  of  the  time  limitations,  I  want  to  switch  quickly 
to  Syria.  Syria  has  been  spending  a  multibillion  windfall  from  the 
gulf  war  on  missiles  and  tanks.  Syria,  in  partnership  with  Iran, 
continues  to  host  and  support  terrorism  against  Israel  with  impu- 
nity. 

And  according  to  a  December  1992  House  Judiciary  Committee 
report,  the  portion  or  arable  land  devoted  to  drug  cultivation  in 
Syria's  occupied  Bekaa  Valley  has  ballooned  from  10  percent  to  ap- 
proximately 90  percent. 

Annexing  Lebanon,  fomenting  terrorism  and  peddling  drugs,  this 
is  a  very  serious  list. 

How  are  we  going  to  get  Sjria  to  recognize  Israel  when  Syria 
does  not  even  recognize  Lebanon?  How  is  the  Clinton  administra- 
tion's policy  towards  Syria's  occupation  of  Lebanon  and  support  for 
terrorism  and  drug  trafficking  different  than  the  Bush  administra- 
tion's? 

Secretary  Christopher.  Senator,  there  are  a  lot  of  questions 
there,  but  let  me  just  say  a  few  words  about  Syria.  When  I  was 
in  Syria  meeting  with  President  Assad,  I  raised  many  of  the  same 
questions  that  you  have  with  respect  to  Syria.  And  we  had  a  lively 
dialog  about  them. 

I  particularly  pressed  the  question  of  the  withdrawal  of  the  Syr- 
ian forces  from  Lebanon.  At  the  present  time,  Lebanon  is  making 
some  progress.  There  is  a  long  ways  to  go,  but  they  are  making 
some  progress.  And  I  think  it  is  quite  important  that  the  Syrian 
forces  be  moved  back  from  Southern  Lebanon  and  moved  into  the 
Bekaa  Valley  in  accordance  with  the  accords  that  have  been 
reached  there. 

I  think  what  the  international  community  has  to  do  is  to  keep 
pressing  in  that  direction.  People  in  Lebanon  are,  I  think,  hoping 
for  a  Middle  East  peace  that  will  enable  the  whole  pieces  of  the 
puzzle  to  fit  together. 

It  is  so  interwoven,  as  I  am  sure  you  understand.  Senator.  If 
there  can  be  a  Middle  East  peace  process  that  will  enable  Lebanon 
to  enter  into  an  agreement  with  Israel,  then  it  would  be  much  more 
possible  for  the  Syrian  forces  to  withdraw  from  Lebanon. 

So  I  see  these  things  as  going  together  in  a  very  important  way. 
I  also  think  we  have  to  recognize  the  problems  with  respect  to  shel- 
tering terrorism  that  exists  throughout  the  Middle  East.  And  we 
still  have  criticism  of  Syria  along  those  lines. 

I  do  not  think  it  should  keep  us  from  trying  to  play  an 
intermediary's  role  between  Syria  and  Israel.  And  I  would  not  say, 
Senator,  that  the  attitudes  of  Syria,  with  respect  to  Lebanon,  would 
prevent  a  Middle  East  peace  to  take  place  if  all  the  parties  in  the 
region  could  be  encouraged  in  that  direction. 

One  of  the  things  that  gives  some  encouragement  is  to  see  how 
the  arrangements  between  Israel  and  Syria  that  were  entered  into, 
I  believe,  in  1974,  with  respect  to  the  Golan  demarcation,  have 
been  carried,  I  think  almost  without  violation  for  about — it  will 
now  be  17  years  or  18  years. 
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So  there  is  some  hope  in  this  situation  and  I  would  not  want  to 
rule  out  the  possibility  of  Israel  negotiating  with  Syria  with  our — 
playing  our  role  as  an  honest  broker.  But  I  do  not  want  to,  at  the 
same  time,  underestimate  the  problems  that  exist  in  Syria. 

Senator  MACK.  I  may  have  misunderstood  your  comment  with  re- 
spect to  Sjrria  and  Lebanon  and  Lebanon  entering  into  a  peace 
agreement  that  therefore,  would  allow  Syria  to  withdraw  its  troops. 

My  understanding  of  what  has  happened  in  that  area  of  the 
world  for  the  last  40  years  or  so  is  that  Lebanon  had  not  partici- 
pated in  any  attacks  on  Israel.  Did  I  misunderstand  the  inference 
of  the  comment  there? 

Secretary  CHRISTOPHER.  What  people  will  say  to  you  in  Lebanon 
and  I  think  it  is  complex,  but  if  there  can  be  a  peace  agreement 
that  would  enable  Lebanon  to  get  better  control  of  the  forces  in 
Southern  Lebanon,  then  there  would  be  a  much  more  persuasive 
case  for  the  withdrawal  of  the  Syrian  troops  from  all  of  Lebanon. 

At  the  present  time,  there  are  a  number  of  cross  border  forays 
from  Lebanon  into  Israel  that  are  thought  to  justify  the  presence 
of  Syrian  troops  in  Lebanon.  Now  if  there  can  be  peace  accords  be- 
tween Lebanon  and  Israel  and  between  Syria  and  Israel,  I  think 
there  would  be  a  much  stronger  case  for  the  withdrawal  of  the 
troops  from  Lebanon. 

Certainly,  Lebanon  has  been  the  home  to  a  number  of  entities 
that  have  conducted  cross  border  raids  against  Israel  and  kept  that 
border  in  a  constant  state  of  turmoil,  Senator. 

Senator  Mack.  Last  comment  along  that  line.  My  inclination  is 
to  believe  that  the  reason  that  is  occurring  is  because  of  the  rela- 
tionship with  Syria.  But  because  of  the  time  limitation,  let  me  just 
make  one  more  statement  and  then  I  will  turn  the  microphone  over 
to  Senator  Stevens.  And  that  is  about  Haiti. 

We  have  had 

Secretary  Christopher.  Before  we  leave  that,  I  would  like  to 
have  an  opportunity  to,  either  I  or  one  of  the  assistant  secretaries, 
to  talk  to  you  further  about  that  and  explain  it  better  than  I  have, 
and  perhaps  to  give  you  some  information  that  I  would  not  feel 
quite  free  to  give  in  these  circumstances. 

HAITI 

Senator  Mack.  OK,  fine.  I  look  forward  to  that. 

As  I  said,  I  just  want  to  make  a  comment  with  respect  to  Haiti. 
And  I  want  to  acknowledge  my  appreciation  for  our  earlier  discus- 
sions on  this  issue. 

There  is  a  rather  remarkable  reversal  of  President  Clinton's  pol- 
icy with  respect  to  Haiti.  And  I  think  many  people  were  willing  to 
accept  that  reversal  in  anticipation  that  there  would  be  strong 
movement  to  return  democracy  and  return  President  Aristide  to 
Haiti. 

I  get  the  impression,  frankly,  that  this  administration  is  follow- 
ing a  policy  in  Haiti  that  is  very,  very  close  to  that  of  the  Bush  ad- 
ministration. And  that  was,  frankly,  hoping  it  would  go  away. 

And  the  concern  that  we  have  in  Florida  is  that  if  democracy  is 
not  restored,  then  the  fear  is  that  we  are  going  to  see  another  wave 
of  Haitian  boats  on  the  seas  heading  toward  Florida.  And  I  would 


172 

just — I  would  hope  that  you  all  would  give  this  more  attention  than 
appears  to  be  taking  place  at  the  time. 

Secretary  Christopher.  Senator,  I  think  over  the  last  2  weeks, 
there  has  been  some  considerable  progress  on  that  front.  We  have 
appointed  Ambassador  Larry  Pezzullo  to  be  our  special  representa- 
tive there.  We  have  named  a  new  charge  in  Haiti,  Charles  Redman, 
and  they  have  been  very  active  in  Haiti  over  the  last  2  or  3  weeks. 

And  the  signs  are  that  the  military  group  and  the  de  facto  gov- 
ernment is  coming  much  closer  to  an  arrangement  that  would 
bring  about  the  restoration  of  democracy  in  Haiti. 

I  agree  with  you.  Senator,  that  that  is  what  is  fundamentally 
necessary.  That  is  what  fundamentally  President  Clinton  has  been 
in  favor  of,  the  restoration  of  democracy  and  the  return  of  Presi- 
dent Aristide. 

In  the  press  this  morning,  which  perhaps  you  have  not  had  a 
chance  to  see,  there  is  an  indication  that  there  is  real  progress  on 
that  front.  I  do  not  want  to  declare  victory,  by  any  means,  but 
there  has  been  a  enhanced  activity  at  the  direction  of  President 
Clinton  here.  And  I  think,  I  am  much  more  hopeful  about  that  situ- 
ation than  I  was  a  couple  of  weeks  ago. 

Senator  Mack.  Thank  you. 

Senator  Leahy.  Senator  Stevens,  you  will  be  the  final  one.  We 
will  have  the  Secretary  out  of  here,  unfortunately,  a  little  bit  be- 
yond his  time. 

RUSSIAN  FAR  EAST 

Senator  Stevens.  Mr.  Secretary,  you  are  very  gracious  to  stay  at 
all.  And  I  do  appreciate  that.  I  just  wanted  to  emphasize  the  feel- 
ing that  we  have,  those  of  us  who  come  from  the  Pacific  area,  of 
the  importance  of  maintaining  a  balanced  and  a  level  playing  field 
as  far  as  the  Soviet  Far  East  is  concerned — Russian  Far  East 
now — in  terms  of  the  programs  we  have  in  mind. 

And  I  see  that  even  in  the  morning  paper,  they  are  talking  about 
additional  aid  to  Russia.  In  the  past  when  the  aid  was  made  avail- 
able to  Russia,  we  found  that  the  Russian  Far  East  was  overlooked. 
And  we  were  very  slow  about  opening  up  consulates  and  putting 
in  our  basic  commercial  service  offices  in  the  Russian  Far  East. 

I  would  urge  you  to  watch  it,  because  I  am  sure  you  realize  intel- 
ligence estimates  are  that  the  great  bulk  of  the  weapons  we 
thought  were  going  to  be  destroyed  under  the  agreements  with  the 
Soviets,  were  moved  east  of  the  Urals.  We  have  an  increasing  tend- 
ency there  to  restore  former  communists  to  power  in  that  part  of 
Russia. 

And  I  am  quite  hopeful  that  the  administration  will  see  fit  to  in- 
clude that  area  in  any  of  these  plans  that  have  been  made. 

Can  you  tell  us,  is  there  consideration  going  to  be  given  to  the 
Russian  Far  East? 

Secretary  Christopher.  Yes,  Senator  Stevens.  I  think  there  are 
some  interesting  vectors  on  that.  As  you  know,  we  offered  Presi- 
dent Yeltsin  various  venues  and  various  dates  for  the  summit.  And 
I  thought  it  was  quite  surprising  and  also  good  news  that  he  chose 
Vancouver,  as  a  reflection  of  his  concern  about  eastern  Russia  be- 
cause it  fit  ours  very  well. 
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We  think  that  the  Pacific  area  is  one  that  requires  greater  con- 
centration, both  for  the  United  States  and  Russia.  I  think  it  is  also 
probably  part  of  his  political  endeavors.  He  needs  to  be  traveling 
around  the  country  and  I  think  he  will  be  traveling  in  eastern  Rus- 
sia on  his  way  to  Vancouver. 

Now  I  know  that  is  not  the  point  you  made  primarily,  but  I  think 
it  is  reflective  of  greater  concern  by  both  the  United  States  and 
Russia  for  the  eastern  areas. 

There  are,  as  I  think  you  implied  in  your  comments,  some  newly 
independent  states  there  whose  regimes  may  be  a  throwback  to  an 
earlier  day.  And  we  need  to  be  very  alert  to  each  of  those. 

We  have  established  Embassies  in  each  of  the  newly  independent 
states.  Senator.  It  is  some  strain  on  our  budget.  We  have  had  to 
propose  closing  other  consulates  in  order  to  take  into  account  the 
need  to  have  Embassies  in  each  of  the  newly  independent  states. 
But  we  will  be  keeping  our  eye  on  eastern  Russia  because  of  the 
vigor  of  that  area  and  because  there  has  been  a  concentration  of 
weapons  in  that  area. 

Fortunately,  the  nuclear  weapons  have  been  removed  from,  the 
tactical  nuclear  weapons  have  been  removed  from  the  newly  inde- 
pendent states  and  taken  back  to  Russia.  But  nevertheless,  each  of 
those  newly  independent  states  deserves  a  lot  of  attention  from  us. 

RUSSIAN  NUCLEAR  WASTE 

Senator  Stevens.  You  mention  nuclear.  That  is  my  second  sub- 
ject. And  very  briefly,  we  did  appropriate,  earmarked  $10  million 
to  the  appropriations  that  we  made  available  for  assistance  for 
Russia  last  year,  to  inquire  into  the  disposal  of  nuclear  waste  in 
the  Arctic. 

Being  the  author  of  that,  I  really  intended  the  eastern  part  of 
Russia  and  we  know  of  the  loss  of  a  submarine  out  of  Vladivostok, 
rumors  of  disposed  uranium  powerplants  from  submarines  that 
have  been  scraped  in  the  Pacific,  north  Pacific.  And  yet  I  really 
have  not  seen  much  that  indicates  that  there  is  an  interest  in  the 
eastern  part  of  Russia.  It  seems  that  the  money  is  being  earmarked 
to  deal  with  the  Norwegian  coastline  pollution. 

It  may  be  that  more  is  involved.  Are  you  familiar  with  that  de- 
bate? 

Secretary  CHRISTOPHER.  Senator,  I  am  slightly  embarrassed  to 
say  you  are  educating  me  on  that.  It  is  something  I  would  like  to 
look  into.  I  really  did  not  realize  that  those  funds  had  been  ear- 
marked and  not  used  effectively.  And  I  would  like  to  have  a  chance 
to  look  into  that. 

Senator  Stevens.  Oh,  I  am  not  saying  they  are  not  being  used 
effectively.  There  is  probably  just  so  much  pollution,  we  may  need 
a  little  bit  more  money  if  we  are  really  going  to  find  out  where  that 
is. 

But  if  those  nuclear  wastes  were  disposed  near  navigable  waters, 
they  are  going  to  leach  into  the  north  Pacific,  which  I  think  is  the 
most  prolific  fisheries  area  in  the  world  left  today.  And  we  would 
very  much  like  to  prevent  that  if  we  could. 

I  think  we  would  get  overwhelming  support  from  the  American 
people  to  do  anything  we  could  to  try  to  clean  up  those  areas  of 
disposable  nuclear  wastes  in  eastern  Russia. 
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Secretary  Christopher.  We  will  certainly  look  into  it,  Senator. 

Senator  Stevens.  Last,  my  friend,  and  I  do  recall  with  great 
pleasure  the  good  relationship  you  had  with  the  Republican  leader- 
ship in  the  days  of  the  Carter  administration.  I  am  delighted  to  see 
you  where  you  are. 

Secretary  Christopher.  Thank  you. 

PACIFIC  RIM  relations 

Senator  Stevens.  I  am  worried  about  the  Pacific  in  general  in 
terms  of  the  possibility  of  leaving  a  vacuum  there  should  we  not 
give  it  the  attention  we  should  be  giving  it,  particularly  in  the  days 
of  this  new  change  in  the  North  Korean  posture  and  the  increasing 
activities  of  six  of  the  largest  armies  of  the  world  are  operating  in 
the  Pacific  now. 

And  I  would  encourage  you  to  try,  in  your  conversations  with  the 
Russian  President  to  discover  what  their  intentions  are  with  regard 
to  some  of  those  activities  in  the  Pacific  region.  In  particular,  I 
think  the  touchy  point  still  is  the  Kurile  Islands,  as  far  as  bringing 
about  peace  in  that  area  and  normalization  relationships  with 
Japan. 

I  am  not  pressing  you  for  any  commitments,  but  I  do  hope  that 
you  will  remember  those  of  us  from  the  Pacific  really  are  quite  wor- 
ried over  the  increasing  visibility  of  western  Russia.  And  I  think 
the  bulk  of  the  land  mass  east  of  the  Urals  and  the  bulk  of  the  real 
problems  with  the  future  of  the  United  States  are  out  there  in  the 
Pacific  rim,  in  my  judgment. 

Secretary  Christopher.  Senator,  perhaps  by  coincidence,  but 
there  is  going  to  be  a  good  deal  of  focus  on  the  Pacific  areas  over 
the  next  3  or  4  months.  First,  we  are  going  to  Vancouver,  as  I  indi- 
cated earlier. 

The  Group  of  Seven  Summit  is  in  Tokyo  this  year  and  that  will 
take  the  President  out  there.  And  of  course,  there  is  a  possibility 
of  other  travels  for  him. 

The  APEC  meeting,  the  Asian  Pacific  Economic  Cooperation  en- 
deavor, is  going  to  be  meeting  in  Seattle  this  year,  as  you  perhaps 
know.  And  certainly,  I  will  be  attending  that  and  perhaps  others 
from  here. 

The  ASEAN  meeting  will  be  in  Singapore  this  year.  So  in  terms 
of  my  own  travels,  as  well  as  the  President's  travels,  there  will  be 
a  good  deal  of  focus  and  concentration  on  the  Pacific. 

We  are  all  very  concerned  about  the  situation  in  North  Korea. 
We  are  tr3dng  to  be  deliberate  and  sequential  about  that,  working 
through  the  IAEA  first  and  then  through  the  United  Nations.  But 
we  do  not  intend  to  see  that  situation  continue  without  moving  to- 
ward the  inspection  that  we  think  is  essential. 

So  I  take  your  point  and  I  also  recognize  the  tremendous  impor- 
tance of  that  region  in  any  sense  you  want  to  talk  about,  nuclear 
or  economic  or  size  of  the  population  groups.  We  just  must  not  ig- 
nore it. 

Senator  Stevens.  Thank  you,  Mr.  Secretary. 

Secretary  Christopher.  Thank  you  very  much.  Senator. 

Senator  Stevens.  Thank  you,  Mr.  Chairman, 
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ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Leahy.  Thank  you.  And  Mr.  Secretary,  thank  you.  I  will 
send  to  you,  as  others  will,  questions  for  the  record.  But  before  you 
go  let  me  touch  on  one  issue  that  is  very  important  to  me,  the  land 
mine  moratorium.  We  have  a  land  mine  protocol  which  I  am  hoping 
will  get  ratified. 

I  want  you  to  know  that  this  whole  question  of  the  proliferation 
of  land  mines,  is  of  great  personal  concern  to  me  and  is  something 
I  will  be  following  closely.  I  would  appreciate  any  response  you 
might  give. 

Secretary  CHRISTOPHER.  I  agree  with  your  position  on  that,  Sen- 
ator. I  am  struck  by  the  tremendous  amount  of  deaths  that  occur 
from  land  mines  that  are  strewn  around  the  globe.  We  must  do 
something  about  it. 

Senator  LEAHY.  They  really  have  become  an  instrument  of  terror, 
primarily  against  civilian  populations.  And  we  should  be  making 
more  of  an  effort.  I  think  this  is  something  that  goes  across  party 
lines. 

Thank  you,  Mr.  Secretary. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 
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ADDITIONAL  COMMITTEE  QUESTIONS 
ISRAEL 


SENATOR  LEAHY:   The  problem  of  violence  in  the  Territories 
and  inside  Israel  is  getting  worse,  not  better.   My  sense  is 
that  Prime  Minister  Rabin's  domestic  political  situation  is 
going  to  weaken  rapidly  if  he  cannot  show  serious  progress 
towards  peace  and  an  end  to  the  violence. 

Is  there  anything  the  United  States  can  do  to  help 
deescalate  the  violence  and  improve  the  political  atmosphere 
for  the  next  round? 

SECRETARY  CHRISTOPHER:   Israel  is  responsible  for  security 
in  the  occupied  territories  as  well  as  in  Israel,  and  has  taken 
measures  to  control  the  recent  upsurge  in  violence.   We 
believe,  however,  that  only  an  active  peace  process  can  address 
the  underlying  causes  of  that  violence.   We  are  therefore 
devoting  considerable  effort  to  reconvening  the  peace 
negotiations. 

When  the  talks  resume,  we  expect  Israel  and  the 
Palestinians  to  engage  on  how  to  improve  the  atmosphere  in  the 
territories.   We  are  prepared  to  play  the  role  of  full  partner 
in  order  to  facilitate  their  dialogue. 

SOMALIA 

SENATOR  LEAHY:   Mr.  Secretary,  I  supported  the  use  of  US 
troops  in  Somalia,  and  I  am  proud  of  what  they  have  done  there. 

But  I  am  worried  about  what  happens  next.   We  are  turning 
over  to  the  UN  a  very  dangerous  and  unpredictable  situation. 
Is  that  wise?   Are  you  confident  that  the  UN  has  the  military 
capability  to  maintain  the  security  for  the  relief  operation  to 
continue,  and  begin  to  restore  civil  society? 

SECRETARY  CHRISTOPHER:   I  am  confident.  Senator  Leahy,  that 
we  are  making  a  decision  that  is  in  the  best  interests  of  the 
United  States  and  that  will  go  a  long  way  in  enabling  the  UN  to 
meet  the  increasing  demands  placed  upon  it.   In  addition,  the 
UN,  backed  by  the  commitments  it  has  received  for  its  expanded 
forces  in  Somalia,  UNOSOM  II,  will  have  both  the  authority  and 
the  muscle  to  enable  relief  operations  to  continue  in  Somalia. 

Restoring  civil  society  is  of  course  no  easy  task.   The  UN 
role  in  this  area  will  be  more  of  a  facilitator  than  an  active 
participant.   This  job  must  be  done  by  Somalis.   Thus  far,  the 
UN  has  done  an  excellent  job  of  encouraging  representatives 
from  a  broad  spectrum  of  Somali  society  to  attend  and 
participate  in  several  conferences  that  have  begun  to  assemble 
the  pieces  that  will,  down  the  road,  lead  to  a  reconstructed 
Somali  civil  society.   Implementation  of  the  accords  reached 
thus  far  by  the  Somalis  attending  those  conferences  will  put  to 
the  test  their  ability  to  follow  a  realistic  program  of 
political  reconciliation. 

SUDAN 


SENATOR  LEAHY:  Everything  I  hear  sounds  like 
southern  Sudan  is  rapidly  becoming  another  Somalia 
According  to  the  Office  of  Foreign  Disaster 
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Assistance,  malnutrition  is  approaching  80  percent 
among  children,  and  those  are  the  ones  who  are  still 
a  1 i ve . 

The  solution  to  the  famine  there  is  an  end  to  the 
war.   Cannot  the  United  States  and  other  interested 
parties  step  up  the  pressure  on  the  government  and  the 
rebels  to  negotiate  a  peace  agreement  there? 


SECRETARY  CHRISTOPHER:  I  agree  that  the  continuing 
civil  war  is  the  root  cause  this  human  catastrophe. 
Fighting  between  government  forces  and  the  Sudanese 
People's  Liberation  Army  and  between  factions  of  the 
SPLA  has  driven  people  from  their  homes,  disrupted 
agricultural  production,  and  prevented  relief 
organizations  from  reaching  the  victims  of  war  and 
drought . 

There  have  been  numerous  attempts  at  a  peace 
process  for  Sudan,  but  there  hasn't  been  much 
progress.   We  are  encouraged  that  the  Khartoum 
government  and  the  main  rebel  faction  led  by  John 
Garang  have  agreed  to  resume  Nigerian-mediated  peace 
talks  in  Abuja  in  late  April.   The  Sudanese  government 
and  Garang's  SPLA  faction  have  agreed  to  observe  a 
cease-fire  to  provide  a  more  conducive  atmosphere  for 
the  talks.   It  is  essential  that  other  factions 
involved  also  cease  hostilities.   We  have  recently 
reemphasized  to  all  sides  our  willingness  to  play  any 
role  necessary  in  facilitating  the  peace  process.   We 
would  also  support  any  UN  efforts  in  this  regard.   We 
will  be  considering  the  possible  role  of  a  UN  special 
representative,  or  any  other  measures  which  could  help 
resolve  the  conflict  in  Sudan. 

HAITI 


Question:   Mr.  Secretary,  after  meeting  with  President 
Aristide,  President  Clinton  announced  that  he  plans  to 
signficantly  step  up  efforts  to  restore  the  democratically 
elected  government  of  Haiti.   What,  besides,  sending  an  envoy 
there,  does  the  Administration  propose  to  do? 

Answer 

At  the  time  of  their  meeting,  the  President  made 

emphatically  clear  his  commitment  to  see  constitutional 

government  restored  in  Haiti  and  to  see  President  Aristide 

return  to  complete  his  term.   Widely  reported  in  Haiti,  his 

remarks  sent  a  strong  message  to  the  regime  and  its  supporters 

that  the  time  has  come  to  bring  this  crisis  to  an  end.   There 

is  no  doubt  that  this  message  is  being  heeded. 

The  Administration  has  also  made  unmistakably  clear  its 
strong  support  for  the  efforts  of  UN/OAS  Special  Envoy  Dante 
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Caputo  to  negotiate  a  settlement.   He  is  now  discussing 
directly  with  the  Haitian  parties  the  substantive  issues  that 
divide  them.   While  more  work  remains,  we  are  encouraged  by  the 
progress  shown  to  date. 

I  have  named  an  experienced  diplomat,  Ambass.irjor  Lawrence 
Pezzullo,  as  my  Special  Adviser  on  Haiti  to  work  vjith  Mr. 
Caputo  to  move  the  negotiating  process  forward.   We  have  also 
named  another  experienced  diplomat,  Ambassador  Charles  Redman, 
as  special  Charge  to  assume  responsibility  for  our  mission  in 
Haiti  and  our  contacts  with  the  parties  there. 

A  durable  political  settlement  must  be  accompanied  by  a 
program  of  international  assistance  to  restore  and  revitalize 
the  Haitian  economy.   At  the  time  of  his  meeting  with  President 
Aristide,  President  Clinton  announced  his  readiness  to  commit 
the  United  States  to  contribute  to  a  $1  billion,  five-year, 
multinational  effort  to  rebuild  tlie  economy  of  Haiti. 

The  negotiating  process  will  also  require  carrots  to  reward 
and  encourage  progress.   In  close  consultation  with  Mr.  Caputo 
and  in  accord  with  the  request  made  by  President  Aristide  at 
the  time  he  asked  the  UN  and  OAS  Secretaries  General  to  help 
end  the  crisis,  we  are  looking  at  providing  non-lethal  aid  and 
training  to  support  a  program  of  prof essional izat ion  for  the 
military,  to  separate  the  police  from  the  armed  forces,  and  to 
strengthen  the  judicial  system. 

We  have  also  said  that  there  will  be  consequences  for 
obstructing  the  negotiating  process.   At  tlie  t:iin°  -if  his  March 
16  meeting  with  President  Aristide,  the  President  clearly 
indicated  that  undue  delays  or  opposition  would  result  in 
strong  measures  by  the  United  States.   We  are  confident  that 
this  message  has  been  received  and  understood. 
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LANDMINE  MORATORIUM 

SENATOR  LEAHY:   Mr.  Secretary,  last  year,  an  amendment  I 
sponsored  to  impose  a  one  year  moratorium  on  the  export  of 
anti-personnel  landmines  was  signed  into  law  by  President 
Bush. 

Since  then,  France  has  made  a  formal  request  to  the  United 
Nations  to  review  the  1981  Landmine  Protocol,  which  seeks  to 
protect  civilians  from  landmines.   It  is  the  only  international 
treaty  on  landmines,  but  it  needs  to  be  strengthened  if  it  is 
ever  to  be  more  than  a  symbolic  gesture.   In  the  past  decade, 
the  number  of  civilians  killed  and  maimed  by  landmines  has 
skyrocketed. 

The  US  was  instrumental  in  negotiating  the  Landmine 
Protocol,  but  the  Reagan  and  Bush  administrations  never 
submitted  it  to  the  Senate  for  ratification.   So,  on  the  one 
hand  we  have  set  an  example  for  other  countries  with  our 
landmine  export  moratorium,  but  we  have  lagged  behind  by 
failing  to  ratify  the  only  international  treaty  on  landmines. 

Will  you  review  the  Landmine  Protocol  and  work  with  us  to 
get  it  ratified? 

SECRETARY  OF  STATE  CHRISTOPHER:   We  will  soon  review  the 
issue  of  ratification  of  the  Conventional  Weapons  Convention  of 
1980.   I  agree  with  your  views  on  the  need  to  take  action  on 
landmines.   In  February  the  State  Department  established  an 
interagency  Demining  Coordination  Group  that  is  working  with 
the  Department  of  Defense  to  develop  a  comprehensive  U.S. 
strategy  to  address  the  problem  of  global  demining.   However, 
we  recognize  that  if  we  are  to  make  an  impact  on  the  enormous 
world-wide  problem  with  uncleared  landmines,  we  must  couple  our 
efforts  to  remove  and  destroy  existing  landmines  with 
appropriate  prohibitions  or  restrictions  on  their  future  sale 
and  use.   (We  are  also  considering  measures,  such  as  persuading 
mine  manufacturing  countries  to  include  self-neutralization 
devices  and  detector  plates  on  their  mines,  which  will  further 
the  policies  specified  in  Section  1365  of  the  National  Defense 
Authorization  for  Fiscal  Year  1993). 

SENATOR  LEAHY:   Does  the  US  intend  to  attend  the  Review 
Conference  on  the  Landmine  Protocol? 

SECRETARY  OF  STATE  CHRISTOPHER:   It  is  my  understanding 
that  a  decision  has  not  yet  been  made  on  whether  to  convene  a 
conference.   Only  high  contracting  parties  can  attend  as 
participants.   Since  we  are  not  a  party  to  the  treaty  at  this 
time  we  could  only  be  invited  to  attend  as  an  observer. 
However,  we  support  measures  to  control  landmines  and  will 
support  efforts  to  impose  such  prohibitions  and  restrictions. 

HUMAN  RIGHTS  IN  THE  DEVELOPMENT  OF  FOREIGN  POLICY 
Question 

How  will  you  ensure  that  human  rights  and  democracy  are  a 
central  focus  of  our  foreign  policy — not  just  in  name  but  in 
reality — so  we  avoid  such  fiascos  in  the  future? 

Answer 

o   President  Clinton  has  identified  the  promotion  of  democracy 

and  human  rights  as  one  of  the  three  pillars  upon  which 

^^jTierica's  foreign  policy  must  rest.   This  new  priority  is 

reflected  in  the  nomination  of  an  Under  Secretary  for 
Global  Affairs  who  has  direct  Seventh  Floor  responsibl ity 

for  human  rights,  and  the  expansion  of  the  Human  Rights 

Bureau  to  include  democracy  and  labor  rights. 
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o   The  administration's  concerns  about  human  rights  were 
clearly  evident  at  the  recently  concluded  Human  Rights 
Commission  in  Geneva,  where  we  worked  closely  with  other 
delegations  to  pass  strong  resolutions  on  major  violator 
countries,  including  Burma,  Cuba,  Iran,  Iraq,  Sudan,  and 
the  former  Yugoslavia. 

o    In  addition,  I  raised  this  important  issue  in  every  country 
I  visited  during  my  recent  Middle  East  .rip. 

o   We  are  also  incorporating  human  rights  concerns  in  our 

ongoing  country-specific  policy  reviews.   We  will  clearly 
be  able  to  work  more  closely  with  and  provide  more  support 
for  governments  which  place  a  high  priority  on  protecting 
the  basic  human  rights  of  their  people. 

o   Worker  rights  issues,  as  now  defined  in  U.S.  trade  and 
foreign  assistance  legislation,  will  also  be  a  focus  of 
concern.   The  emphasis  will  be  on  encouraging  countries 
which  need  to  do  so  to  improve  their  efforts  to  provide  and 
protect  internationally  recognized  worker  rights  for  their 
working  population. 
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CONDITIONING  AID  TO  DEMOCRATIC  PROGRESS 


Question 


What  would  you  think  of  including  in  this  year's  bill  a 
requirement  that  assistance  may  only  be  given  to  democratically 
elected  governments,  or  to  governments  that  are  taking  steps  to 
become  democratic?   In  such  cases  we  could  channel  humanitarian 
aid  directly  to  the  poor  through  private  voluntary 
organizations,  as  we  now  do  in  Zaire  and  Sudan. 


Angwer 

o    We  do  not  believe  that  additional  legislation  is  needed. 

o    U.S.  law,  in  particular  Sections  116  and  502B  of  the  Foreign 
I  Assistance  Act,  already  requires  suspension  of  assistance 
'  to  governments  engaged  in  consistent  patterns  of  gross 
violations . 

An  individual's  ability  to  participate  in  free  and 
fair  elections  is  a  basic  right  that  I  consider  to  be 
an  important  aspect  of  a  country's  human  rights  record. 

o   As  you  know,  we  do  condition  economic  and  security 

assistance  on  the  human  rights  performance  of  recipient 
nations,  and  have  eliminated  or  reduced  aid  to  countries 
with  poor  records. 

o   At  the  same  time,  we  must  retain  the  flexibility  to  play  a 
significant  role  in  some  countries  where  we  have  major 
interests  but  have  not  seen  uninterrupted  movement  toward 
democracy. 

ARMS  SALES  AND  MILITARY  AID 

SENATOR  LEAHY:   Mr.  Secretary,  since  becoming  chairman  of 
this  subcommittee  I  have  worked  to  shift  funds  away  from 
military  aid,  particularly  to  countries  with  human  rights 
problems.   But  in  the  meantime,  the  administration  has  gone 
on  licensing  commmercial  arms  sales  to  many  of  those  same 
countries.   This  obviously  sends  a  mixed  message,  and  the 
wrong  message. 
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Arms  proliferation  in  the  Third  World  is  a  huge  problem. 
We  give  them  aid,  while  they  go  out  and  buy  more  expensive 
weapons,  while  their  people  starve.   Then  we  have  to  deal 
with  the  Somalias  and  the  Cambodias. 

I  understand  the  Administration  intends  to  seek  funds  in 
this  year's  foreign  aid  bill  for  a  "non-proliferation  fund." 
That  makes  a  lot  of  sense  IF  at  the  same  time  we  are  looking 
for  ways  to  curb  sales  of  military  equipment  to  developing 
nations . 

Do  you  agree  with  me  that  at  least  for  countries  where  we 
stop  military  aid  to  on  human  rights  grounds,  we  should  not 
go  through  the  back  door  by  licensing  commercial  arms  sales? 

SECRETARY  CHRISTOPHER:   Licensing  of  commercial  arms 
sales  is  coordinated  to  support  our  overall  foreign  policy 
goals.   These  include  support  for  human  rights,  national 
security,  and  facilitation  of  U.S.  exports  insofar  as  they 
are  compatible  with  the  first  two  goals. 

withdrawal  of  military  aid  is  a  potent  form  of  pressure 
on  regimes  to  improve  human  rights  performance,  since  it 
deprives  them  of  valuable  assistance.   A  cut-off  of 
commercial  sales  from  the  U.S.  does  not  necessarily  put  such 
pressure  on  the  regime,  since  equivalent  equipment  can 
usually  be  purchased  from  non-U. S.  suppliers.   Then  the  real 
pain  is  felt  by  U.S.  industries  that  lose  exports  and  by  U.S. 
workers  who  lose  their  jobs. 

Sometimes  a  government's  oppressive  behavior  is  so 
repugnant  that  we  do  not  want  U.S.  arms  involved  regardless 
of  practical  consequences.   In  such  cases  we  normally  cut  off 
supply  of  the  offending  equipment  through  both 
government-to-government  and  commercial  channels. 

It  should  be  borne  in  mind  that  the  U.S.  Munitions  List 
(USML) ,  administered  by  the  State  Department,  includes  a 
number  of  technologies  with  predominantly  military 
applications,  but  which  are  also  incorporated  in  some 
civilian  products.   Bank  teller  machines  are  on  the  USML 
because  of  their  encryption  features.   Image  inten.'^if ier 
tubes,  the  heart  of  military  night  vision  equipment,  are  also 
used  in  some  medical  X-ray  machines.   The  rocket  fuel 
hydrazine  has  an  application  in  cancer  research.    For  this 
reason,  complete  cut-offs  of  munitions  licenses  are  a  very 
blunt  policy  instrument. 

In  evaluating  munitions  license  requests  on  a  case-by-case 
basis,  the  State  Department  tries  to  consider  all  aspects  of 
our  policies  and  interests,  definitely  including  human  rights. 
Our  licensing  office,  the  Office  of  Defense  Trade  Controls, 
consults  the  Bureau  of  Human  Rights  and  Humanitarian  Affairs 
along  with  other  relevant  State  Department  bureaus  and  USG 
agencies,  and  denies  exports  that  are  judged  inconsistent  with 
our  human  rights  objectives.   This  process  provides  a  way  to 
keep  commercial  exports  from  becoming  a  "back  door"  to  items 
that  we  want  to  deny  on  human  rights  grounds,  without  cutting 
off  exports  that  do  not  harm,  or  even  serve,  humanitarian 
purposes.   Nevertheless,  the  Department  continuously  reviews 
munitions  licensing  policy  and  procedures. 

UNFPA:   U.S.  CONTRIBUTION 

SENATOR  LEAHY:   Mr.  Secretary,  during  the  campaign 
then-Governor  Clinton  declared  as  President  he  would 
resume  U.S.  participation  in  the  UN  Fund  for  Population. 
It  is  now  the  end  of  March,  and  the  U.S.  has  not  yet  taken 
steps  to  provide  a  U.S.  contribution.   Can  you  tell  the 
subcommittee  where  that  matter  stands  and  when  we  might 
expect  action  by  the  administration? 

SECRETARY  CHRISTOPHER:   The  Administration  is 
committed  to  ensuring  the  resumption  of  the  United  States' 
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traditional  leadership  role  in  the  field  of  international 
population  activities. 

If  the  Acting  USAID  Administrator  determines  that  the 
Kemp-Kasten  amendment  does  not  apply  to  UNFPA,  it  is 
anticipated  that  UNFPA  will  receive  a  contribution  from 
the  USAID  budget  for  FY-1993.   Additionally,  we  are 

proposing  a  $50  million  contribution  for  UNFPA  in  the  i 

Administration's  FY-1994  budget  request.  1 


QUESTIONS  SUBMITTED  BY  SENATOR  DANIEL  K  INOUYE 

SYRIAN  JEWS 

SENATOR  INOUYE:   Mr.  Secretary,  it  is  my  understanding  that 
during  your  recent  visit  to  Syria,  you  raised  the  issue  of  the 
virtual  moratorium  on  travel  for  Syrian  Jews.   I  understand 
that  Syrian  leaders  gave  you  assurances  that  there  was  no  shift 
in  policy  on  travel  for  them  since  the  policy  was  announced  by 
the  Syrian  Government  last  April.   When  do  you  believe  that 
Syrian  Jews  once  again  will  be  given  their  travel  permits  at 
the  same  rate  as  last  summer. 

SECRETARY  CHRISTOPHER:   When  I  was  in  Damascus,  I  expressed 
our  concern  that  Jews  continue  to  be  permitted  freedom  of 
travel  like  other  Syrian  citizens.   President  Asad  reaffirmed 
his  April,  1992  decision  to  allow  Syrian  Jews  to  travel. 
Although  the  exit  permit  issuance  rate  is  down  considerably,  a 
few  permits  are  issued  per  week,  and  we  are  not  aware  of  any 
refusals.   We  remain  concerned,  however,  at  this  slow  rate  of 
issuance  and  are  following  up  both  here  and  in  Damascus. 

SENATOR  INOUYE:   Mr.  Secretary,  in  the  course  of  your  talks 
with  Syrian  Government  officials,  were  you  able  to  obtain  any 
reasonable  explanation  as  to  why  the  Syrian  Government  did  not 
adhere  to  the  assurances  given  to  you  and  on  the  policy 
announced  last  April  with  regard  to  travel  for  Syrian  Jews? 

SECRETARY  CHRISTOPHER:   We  have  not  been  given  any  clear 
explanation  for  the  substantially  decreased  rate  of  exit  permit 
issuance.   As  I  noted  previously,  we  are  continuing  to  raise 
this  issue  with  the  Syrian  Government  directly. 


QUESTIONS  SUBMITTED  BY  SENATOR  DENNIS  DeCONCINI 

ARMS  EMBARGO 

SENATOR  DECONCINI:   is  there  evidence  that  Serbs  are  being  covertly 
armed,  including  by  Russians? 

ANSWER:   The  Russian  government  has  formally  denied  supplying 
arms  to  Serbia  or  to  the  Bosnian  Serbs.   We  have  no  evidence  to 
suggest  the  contrary,  although  individuals  of  various 
nationalities  have  been  involved  in  violations  of  economic 
sanctions  and  probably  of  the  arms  embargo,  likely  including 
military  provisions.   There  is  nothing  linking  the  Russian 
government  to  such  activities. 

VANCE-OWEN 

SENATOR  DECONCINI:   A  legitimate  request  for  the 
Bosnian  Government  to  make,  given  the  Serb 
implementation  record  for  the  Vance  plan  in  Croatia 
and  the  breaking  of  the  London  Agreement  of  last 
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August,  etc.,  is  to  have  guarantees  now  that  what  they 
sign  will  be  implemented  according  to  an  agreed 
timetable.   Have  we  given  the  Bosnian  Government 
guarantees  that  this  plan  will  actually  be  implemented? 

SECRETARY  CHRISTOPHER:   The  U.S.  is  committed  to 
assisting  in  the  implementation  of  the  Vance-Owen  plan 
for  Bosnia  when  it  is  signed  in  good  faith  by  all 
parties.   In  meetings  with  President  Izetbegovic  and 
other  officials  of  the  Bosnian  government,  we  have 
made  clear  our  intention  to  take  an  active  role 
through  NATO  in  the  international  community's 
implementation  of  an  overall  peace  agreement. 

SENATOR  DECONCINI:   What  are  the  guarantees? 

SECRETARY  CHRISTOPHER:   The  details  of 
implementation  are  elaborated  in  the  military  accord 
document  of  the  Vance-Owen  plan.   This  accord  covers 
such  matters  as  cessation  of  hostilities,  withdrawal 
from  front  lines,  control  of  heavy  weaponry, 
restoration  of  infrastructure,  guarding  of  secure 
throughways,  demilitarization  of  Sarajevo  and 
monitoring  international  borders  of  Bosnia-Herzegovina. 

SENATOR  DECONCINI:   What  will  we  do  in  the  event 
that  parts  of  the  Vance-Owen  plan  are  not  implemented 
by  the  Serbs? 

SECRETARY  CHRISTOPHER:   Should  the  Vance-Owen  plan 
not  be  implemented  in  good  faith  by  the  Serbs,  we 
would  continue  close  consultation  with  our  allies  on 
further  steps.   I  have  consulted  with  our  allies  in 
Europe  on  what  further  steps  the  international 
community  might  take.   When  I  have  reported  to  the 
President,  we  will  conduct  full  consultations  also 
with  Congress  on  these  issues. 

CROATIA 

SENATOR  DECONCINI:   jg  the  State  Department  contemplating  ways 
to  improve  the  UNPROFOR  mandate  in  Croatia  so  that  it  will  be 
able  to  ensure  Serb  compliance  with  the  terms  of  the  Vance 
plan?   If  so,  what  improvements  can  be  recommended  to  the 
United  Nations? 

SECRETARY  CHRISTOPHER:   The  Vance  plan  for  Croatia  outlines 
three  main  objectives  for  UNPROFOR:   demilitarization  of  the  UN 
Protected  Areas  (UNPAs),  creation  of  a  civilian  police  force 
under  UN  monitoring  to  maintain  order,  and  the  return  of 
displaced  persons  and  refugees.   It  has  failed  to  achieve  any 
of  these  goals,  due  mainly  to  the  refusal  of  Serb  paramilitary 
forces  to  abide  by  agreements  they  signed  at  the  London 
International  Conference  on  Former  Yugoslavia. 

The  Security  Council  adopted  Resolution  815  on  March  30, 
extending  UNPROFOR's  mandate  in  Croatia  until  June  30.   During 
discussion  of  the  resolution,  we  were  instrumental  in  inserting 
language  explicitly  recognizing  the  UNPAs  as  Croatian 
territory,  thereby  sending  a  signal  to  the  Knin  Serbs  that  the 
international  community  will  not  recognize  attempts  to  acquire 
territory  through  force. 

The  resolution  also  included  a  request  that  the  Secretary 
General  report  to  the  Security  Council,  outlining  steps 
necessary  to  implement  the  Vance  Plan  effectively.   We  will 
examine  the  report  and  its  recommendations  closely.   We  are 
committed  to  working  with  the  UN  and  our  Security  Council 
allies  to  ensure  that  all  parties  to  the  conflict  adhere  to  the 
Vance  plan,  enabling  the  thousands  of  refugees  to  return  to 
their  homes. 
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RUSSIA'S  CONTROL  OF  ITS  MILITARY 


SENATOR  DECONCINI:  Does  the  Yeltsin  government  control 
military  establishment? 


its 


ANSWER:   Yes.   Although  there  may  have  been  instances  in  which 
local  commanders  have  acted  without  Moscow's  authorization,  we 
have  no  evidence  of  a  general  breakdown  in  central  control. 
The  Russian  military  has  generally  remained  cohesive,  although 
obviously  it  too  is  going  through  a  process  of  transformation. 

SENATOR  DECONCINI:   What  is  the  United  States  doing  to  impress  upon 
the  Russian  government  the  necessity  of  withdrawing  its  armies 
from  sovereign  nations  such  as  Moldova,  Georgia  and  the  Baltics? 

ANSWER:   The  United  States  supports  the  complete  withdrawal  of 
Russian  forces  from  the  Baltics  and  has  pressed  the  Russian 
govenment  to  honor  its  political  commitment  to  do  so.   We  have 
also  made  clear  to  Russia  that,  absent  agreements  from  the 
individual  nations,  foreign  forces  have  no  place  upon  the 
territory  of  independent  states,  and  that  Russian  forces  should 
be  removed  from  those  states  as  expeditiously  as  possible. 


MILITARY  INTERVENTION 

SENATOR  DECONCINI:   The  Bush  Administration,  among 
others,  appeared  to  set  goals  for  intervention  that 
would  make  the  commitment  so  large  that  the  world 
would  balk  at  doing  it.   Do  you  believe  a  reasonable 
goal  could  be  set  for  intervention  that  would  allow 
for  success  with  less  than  the  huge  numbers  often 
cited?   In  other  words,  could  we  at  least  level  the 
playing  field  but  not  necessarily  stop  the  war  through 
air  strikes,  which  might  well  compel  the  Bosnian  Serbs 
to  stop  their  aggression? 

SECRETARY  CHRISTOPHER:   Since  February  10,  we  have 
pursued  a  multi-faceted  approach  to  compel  the  Bosnian 
Serbs  to  stop  their  aggression.   The  President 
appointed  a  special  envoy.  Ambassador  Bartholomew,  to 
assist  with  the  peace  process.   Shortly  thereafter, 
there  was  considerable  progress  in  the  New  York 
talks. 

We  have  worked  with  the  Security  Council  to  pass 
resolutions  tightening  sanctions,  authorizing  NATO 
enforcement  of  the  no-fly  zone  resolution  and 
establishing  a  war  crimes  tribunal.   We  have  consulted 
with  our  friends  and  allies  about  additional  steps, 
including  the  use  of  military  force,  which  might 
pressure  the  Bosnian  Serbs  to  stop  the  conflict  in 
Bosnia . 

It  was  in  large  part  because  of  these  efforts,  I 
believe,  that  Karadzic  signed  on  to  the  Vance/Owen 
peace  plan  in  Athens.   It  remains  to  be  seen  whether 
the  Bosnian  Serbs'  rhetoric  of  wanting  peace  is 
matched  by  their  actions  on  the  ground. 

We  have  found  substantial  support  for  taking 
further  action,  including  military  steps,  if  the 
Bosnian  Serbs  do  not  agree  to  the  peace  plan.   In 
addition,  we  have  found  a  high  degree  of  support  for 
participation  in  an  implementation  force  if  things 
proceed  as  we  hope  they  will.   We  believe  we  should 
take  further  action,  if  necessary,  but  we  must  reach  a 
consensus  in  the  international  community.   Our  efforts 
must  be  multilateral  in  order  to  be  effective. 
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TRUTH  COMMISSION 

SENATOR  DECONCINI:   I  have  read  reports  of  the  release  of 
the  work  of  the  Truth  Commission  with  great  interest.   I 
am  hopeful  that  by  this  action  a  long  and  tragic  chapter 
in  El  Salvador's  history  shall  be  out  to  rest. 

Similarly,  Mr.  Secretary,  I  am  pleased  that  you  have 
formed  a  panel  to  examine  the  implications  of  the  report 
on  U.S,  foreign  policy  in  the  region.   I  think  that  there 
is  a  great  deal  we  can  learn  from  our  government's  actions 
in  El  Salvador  in  the  last  decade  that  apply  to  future 
situations  there  and  elsewhere.   In  that  regard,  I  have 
some  general  questions  about  where  the  Administration 
plans  to  go  in  our  near-term  policy  towards  El  Salvador. 

What  steps  do  you  envision  this  country  should  take  to 
best  assist  the  Cristiani  government  in  implementing  the 
recommendations  of  the  Truth  Commission?   (Already  we  are 
seeing  sectors  of  the  country,  primarily  the  military, 
disavowing  the  report) . 

SECRETARY  CHRISTOPHER:   The  United  States  not  only 
cooperated  with  the  Truth  Commission  of  the  United 
Nations,  but  also  financed  its  work  in  part.   The 
Commission's  report  is  an  important  one  and  we  believe 
that  the  parties  should  fully  comply  with  its 
recommendations,  as  called  for  in  the  Peace  Accords. 
Given  the  legal  and  political  complexity  of  those 
recommendations.  Secretary  General  Boutros  Ghali  has  asked 
the  Government,  the  Commission  on  Peace  (COPAZ,  a 
multi-party  organization  set  up  under  the  Accords  to 
monitor  compliance)  and  the  FMLN  to  outline  the  steps  each 
plans  to  take  to  comply.   The  parties  are  currently 
submitting  these  proposals  for  the  U.N.'s  review. 

We  are  consulting  with  President  Cristiani  who  has 
expressed  his  intention  of  carrying  out  the  report's 
recommendations.   We  are  actively  encouraging  both 
President  Cristiani  and  the  FMLN  leadership  to  do  so.   The 
relationship  between  our  countries  will  undoubtedly  be 
affected  by  the  conduct  of  the  parties  in  carrying  out  the 
report's  recommendations. 

EL  SALVADOR  AND  DECLASSIFICATION 

SENATOR  DECONCINI:   In  an  attempt  to  "set  the  record  straight"  and 

prevent  future  mistakes,  does  the  Administration  plan  to  declassify  and 

release  all  or  most  of  the  pertinent  documents  relating  to  U.S.  policy 

towards  El  Salvador  during  the  Carter,  Reagan,  and  Bush  Administrations? 

Secretary  Christopher:   As  I  mentioned  during  the  March  30  hearing, 
I  was  shocked  by  the  findings  of  the  U.N.  Truth  Commission  Report  and 
want  to  examine  this  particular  period  of  the  State  Department's  history 
to  determine  if  we  can  learn  anything  from  our  mistakes.   As  part  of 
this  process,  we  expect  that  various  documents  from  this  period  will  be 
declassif  ied . 

Following  the  publication  of  the  U.N.  report,  I  appointed  a  panel, 
headed  by  former  Ambassadors  George  Vest  and  Richard  Murphy,  to  study 
the  conduct  of  the  Department  of  State  in  dealing  with  the  issues  raised 
in  the  report.   The  panel  will  review  the  Department's  and  embassy's 
human  rights  reporting,  examine  the  degree  to  which  full  and  objective 
inquiries  were  conducted  into  abuses  by  both  sides  in  the  El  Salvador 
conflict,  and  study  the  Department's  response  to  Congressional  and 
public  inquiries  on  these  issues.   The  panel  will  submit  its  final 
report  to  me  by  July  1993,  including  recommendations  on  appropriate 
steps  to  ensure  that  the  Department  functions  in  a  manner  consistent 
with  the  highest  professional  and  ethical  standards  and  with  our 
nation's  values. 

I  have  made  clear  that  this  review  is  not  a  "witch  hunt".   We  are 
looking  for  possible  mistakes  made  by  the  Department  as  an  institution 
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rather  than  for  errors  committed  by  individual  officers.   We  want  to 

ensure  that  our  future  human  rights  reporting  is  accurate  and  that  our 

Congressional  testimony  is  based  on  our  best,  honest  assessment  of  human 
rights  situations  around  the  world. 

I  also  stated  during  the  hearing  that  we  would  give  priority  to 
declassifying  El  Salvador  documents  under  appropriate  procedures  and 
that  potential  embarrasment  to  the  U.S.  government  would  not  be  a 
grounds  for  denying  requests.   The  Department  will  review  these 
documents  for  declassification  under  the  guidelines  established  by  law 
and  in  the  spirit  of  releasing  as  much  information  as  possible. 

LOAN  GUARANTEES 

SENATOR  DECONCINI:   I  am  pleased  that  the  U.S.  -Israeli 
relationship  appears  to  be  on  track.   Your  trip  through  the 
Middle  East  did  a  great  deal  to  re-start  the  peace  process 
and  reassure  the  parties  to  the  talks  that  the  United  States 
is  serious  about  helping  the  Arabs  and  Israelis  achieve  a 
lasting  peace  in  the  region. 

We  also  have  a  responsibility  to  assist  in  the 
resettlement  of  refugees  from  the  former  Soviet  Union  and 
Ethiopia  into  Israel.   I  am  pleased  that  the  first  tranche 
of  loan  guarantees  has  been  released. 

What  is  the  status  of  the  loan  guarantees?   During 
your  discussions  in  Israel  and  with  Prime  Minister  Rabin, 
did  any  issues  arise  regarding  the  administration  of  the 
guarantees  of  which  the  Congress  or  this  Committee  should  be 
aware? 

SECRETARY  CHRISTOPHER:   In  January  1993,  the  U.S. 
Agency  for  International  Development  and  the  Government  of 
Israel  signed  a  bilateral  agreement  to  implement  the  loan 
guarantee  program.   The  GOI  has  successfully  raised  $1 
billion  by  issuing  bonds  on  the  New  York  market.   It  plans 
to  raise  an  additional  $1  billion  in  September.   Over  a  five 
year  period,  the  significant  majority  of  the  funds  will  be 
used  to  make  additional  foreign  exchange  available  to  the 
commercial  banking  system  to  support  increased  business 
sector  activity.   The  Government  of  Israel  will  use  some  of 
the  funds  to  support  infrastructure  projects  that  will 
support  economic  growth  and  job  development  in  the  business 
sector . 

The  Joint  Economic  Development  Group  (JEDG)  will 
review  the  implementation  of  the  guarantees  and  the  economic 
and  financial  measures  that  Israel  will  be  taking  to  enable 
its  economy  to  absorb  and  resettle  immigrants  and 
accommodate  the  increased  debt  burden  that  will  result  from 
the  guaranteed  loans.   The  JEDG  will  also  review  progress  in 
increasing  Israeli  purchases  of  goods  and  services  from  the 
U.S.  and  will  also  receive  Israeli  reports  on  spending  on 
settlement  activity  in  the  occupied  territories. 

No  problems  have  arisen  regarding  the  administration 
of  the  loan  guarantee  program.   We  hope  to  have  discussions 
with  the  GOI  about  the  loan  guarantee  program,  including  a 
JEDG,  in  the  near  future. 

SYRIAN  JEWS 

SENATOR  DECONCINI:   Mr.  Secretary,  it  has  been  over  a  month 
since  you  returned  from  the  Middle  East.   During  your  trip,  you 
received  assurances  from  high  ranking  Syrian  government 
officials  that  Jews  would  be  permitted  to  travel.   However,  it 
is  my  understanding  that,  to  date,  there  has  been  no  change 
whatsoever  in  the  rate  with  which  Syrian  Jews  are  being  issued 
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travel  permits  by  the  Syrian  governmerit.   If  this  is  the  case, 
of  what  value  are  these  assurances?   Why  has  the  gpvernment  not 
made  a  greater  public  demand  of  the  Syrian  government  to  honor 
these  assurances?   When  do  you  believe  that  Syrian  Jews  will 
again  be  given  their  travel  permits? 

SECRETARY  CHRISTOPHER:   When  I  was  in  Damascus,  I  expressed 
our  concern  that  Jews  continue  to  be  permitted  freedom  of 
travel  like  other  Syrian  citizens.   President  Asad  reaffirmed 
his  April,  1992  decision  to  allow  Syrian  Jews  to  travel. 
Although  the  exit  permit  issuance  rate  is  down  considerably,  a 
few  permits  are  issued  per  week,  and  we  are  not  aware  of  any 
refusals.   We  remain  concerned,  however,  at  this  slow  rate  of 
issuance  and  are  following  up  both  here  and  in  Damascus 
directly. 

International  Peagekeepinq  Funds 

SENATOR  DECONCINI:  Last  year,  I  joined  Senator  Simon  in  his  bill 
to  transfer  funding  of  international  peacekeeping  activities 
from  the  Foreign  Operations  bill  (the  150  account  in  the 
budget)  to  the  Defense  Appropriations  bill  (the  050  account). 
You  also  have  indicated  in  previous  testimony  your  desire  to 
increase  U.S.  spending  on  peacekeeping  activities. 

--What  are  your  thoughts  on  the  Simon  proposal? 

--What  is  the  status  on  this  budgeting  function  being 
transferred 

--Are  you  aware  of  any  objections  to  such  a  transfer? 

SECRETARY  CHRISTOPHER:   Peacekeeping  has  both  foreign  policy 
and  national  security  aspects;  our  support  of  UN  peacekeeping 
is  primarily  a  political  activity  and  funding  is  an  important 
aspect  of  it. 

In  view  of  this  reality,  the  U.S.  must  meet  its 
funding  commitments  in  a  timely  fashion  without  disabling  our 
ability  to  fund  other  important  programs.   Failure  to  do  so 
calls  into  question  U.S.  leadership  at  the  UN  as  well  as  our 
corrimitment  to  international  stability. 

We  are  examining  together  with  DoD,  NSC,  and  OMB  how 
best  to  meet  our  peacekeeping  funding  commitments. 

The  current  practice  is  to  fund  U.S.  assessments  for 
UN  peacekeeping  out  of  the  Foreign  Affairs  150  budget  function, 
but  we  are  examining  alternatives  that  involve  DoD  in  the 
funding  process. 

ANGOLA 

SENATOR  DECONCINI:   We  are  all  extremely 
disappointed  that  the  civil  war  appears  to  have 
resumed  in  Angola.   We  had  placed  a  great  deal  of 
faith  in  the  elections  which  were  held  last  September 
and  which  most  observers  deemed  to  be  mostly  free  and 
fair.   This  process  has  been  interrupted  and  it  is 
unclear  whether  the  peace  process  can  soon  be  put  back 
on  track. 

I  think  it  is  important  that  this  Administration 
remain  engaged  in  Angola.   While  we  cannot  want  peace 
and  democracy  more  than  the  Angolan  people,  I  am 
pleased  that  you  have  sent  U.S.  officials  to  Ivory 
Coast  to  discuss  resumption  of  the  peace  talks  with 
officials  from  UNITA. 
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As  you  know,  I  cosponsored  a  resolution  introduced 
by  Senator  Simon  last  week  urging  the  Clinton 
Administration  to  consider  recognition  of  the  current 
Angolan  government  if  it  would  assist  the  peace 
process . 

Q:   What  are  your  thoughts  on  this  issue?   Should 
your  "Africa  team"  be  in  place  before  making  any  major 
decisions  in  this  regard?   Are  there  any  actions  we  in 
Congress  can  take  to  assist  you  in  this  process? 

MR.  CHRISTOPHER:   Addressing  the  tragic  situation 
in  Angola  is  one  of  our  greatest  concerns  in  Africa. 
The  question  of  U.S.  recognition  of  the  Angolan 
government  is  under  review  and  has  been  for  some 
time.   However,  we  do  not  believe  that  recognition  in 
and  of  itself  holds  the  key  to  a  settlement  in 
Angola . 

Our  highest  priority,  and  the  only  basis  for  a 
lasting  peace,  is  getting  the  parties  back  to  the 
negotiating  table.   We  have  been  working  closely  with 
the  UN  and  the  other  observers  to  the  peace  process  to 
encourage  a  resumption  of  negotiations  between  the  two 
Angolan  parties.   In  that  regard,  your  support  for 
negotiations  based  on  the  principles  of  the  Bicesse. 
Accords,  as  expressed  in  Senate  Draft  Resolution  #75, 
could  prove  to  be  very  helpful. 

Based  on  our  discussions  with  both  parties  over 
the  past  few  weeks,  we  found  sufficient  common  ground 
and  determination  to  resume  meaningful  face-to-face 
dialogue.   Direct  negotiations  between  the  parties 
resumed  under  UN  auspices  in  Abidjan  on  April  12.   We 
will  continue  to  count  on  your  support  in  keeping  both 
parties  focused  on  sustained  and  serious  dialogue  to 
resolve  the  conflict. 

KENYA 

SENATOR  DECONCINI:   In  the  same  vein,  I  sent  you  a 
letter  recently  regarding  US  policy  toward  Kenya.   As 
you  may  know,  I  have  been  very  concerned  about  the 
development  of  a  multi-party  democracy  and  human 
rights  protections  in  Kenya  for  some  time.   I  am 
pleased  that  elections  were  held  in  Kenya  in  December, 
but  I  am  still  concerned  that  a  truly  viable  democracy 
in  Kenya  remains  a  future  hope.   While  I  do  not  have  a 
specific  question,  I  want  to  state  publically  that  I 
would  like  to  discuss  with  you  of  our  policies  toward 
Kenya,  once  the  new  Assistant  Secretary  for  Africa  and 
the  new  U.S.  ambassador  to  Kenya  are  confirmed. 

SECRETARY  CHRISTOPHER:   Kenya  has  clearly  advanced 
towards  greater  democracy  in  the  past  year,  although 
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the  December  election  was  badly  flawed  in  a  number  of 
respects.   We  hope  that  the  Government  and  the 
opposition  will  work  together  in  the  new  multi-party 
Parliament  in  order  to  consolidate  democratic 
progress.   Kenya  has  also  made  some  progress  in  its 
observance  of  basic  human  rights,  though,  here  again, 
we  have  serious  ongoing  concerns.   I  am  certain  that 
Assistant  Secretary  Moose  will  be  happy  to  discuss 
Kenya  with  you  following  his  confirmation,  and  we 
welcome  your  continuing  interest  in  developments  there 


BALKAN  REFUGEES 


SENATOR  DECONCINI:   The  war  in  Bosnia  has  caused  the 
greatest  flood  of  refugees  Europe  has  seen  since  World 
War  II. 

What  are  we  going  to  do  with  them?   Do  we 
realistically  believe  that  they  will  return  to  their 
former  towns  and  homes  after  being  expelled  by  the 
Serbs  or  the  Croats? 

SECRETARY  CHRISTOPHER:   The  international  community, 
through  the  United  Nations  humanitarian  and  refugee 
organizations,  is  presently  pursuing  a  policy  of 
providing  assistance  and  protection  to 

refugees/displaced  persons  resulting  from  the  fighting 
in  the  former  Yugoslavia  in  the  areas  where  they  are 
presently  located. 

Until  such  time  as  a  political  solution  which 
enables  the  refugees/displaced  persons  to  return 
safely  to  their  homes,  this  policy  is  expected  to 
continue  in  parallel  with  efforts  by  the  United 
Nations  to  negotiate  a  cease  fire  and  political 
settlement . 

Refugees/displaced  persons  in  the  former  Yugoslav 
republics  (Croatia,  Slovenia,  Bosnia-Herzegovina, 
Macedonia,  Serbia  and  Montenegro)  are  being  cared  for 
by  host  governments,  local  agencies  and  families  with 
outside  help  from  the  UN  High  Commissioner  for 
Refugees  and  other  UN  relief  agencies  as  well  as  from 
European  and  American  private  organizations.   Refugees 
provided  asylum  in  other  countries  are  being  cared  for 
by  host  governments  and  local  authorities. 

While  most  of  the  refugees/displaced  express  the 
desire  to  return  to  their  homes  rather  than  seek 
permanent  resettlement  in  other  countries,  ongoing 
fighting  and  the  lack  of  a  political  settlement  are 
preventing  UN  refugee  agencies  from  initiating  large 
scale  voluntary  repatriations  of  persons  wishing  to 
return  home. 
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MACEDONIA. 

QUESTION:   What  is  the  current  position  of  the  U.S. 
regarding  Macedonia? 

SECRETARY  CHRISTOPHER:   We  welcome  the  membership 
of  the  "former  Yugoslav  Republic  of  Macedonia"  in  the 
United  Nations  on  terms  acceptable  to  Macedonia  and 
Greece  and  believe  that  this  significant  step  will 
contribute  to  the  stability  of  the  region.   This 
development  would  not  have  been  possible  without  the 
statesmanship  of  Macedonian  President  Gligorov  and 
Greek  Prime  Minister  Mitsotakis. 

The  resolution  on  Macedonian  UN  membership  also 
set  up  a  mechanism  for  Vance/Owen/Stoltenberg  to 
mediate  a  resolution  of  the  dispute  between  Greece  and 
Macedonia.   These  negotiations  are  continuing  in  New 
York,  and  we  understand  that  progress  is  being  made. 
We  continue  to  urge  both  Greece  and  Macedonia  to 
demonstrate  flexibility  in  these  negotiations. 

QUESTION:   What  are  the  conditions  for  recognition 
of  Macedonia? 

SECRETARY  CHRISTOPHER:   Our  policy  on  recognition 
is  to  promote  regional  stability  by  balancing 
Macedonia's  needs  with  Greece's  concerns.   To  that 
end,  we  do  not  plan  any  steps  on  recognition  or 
establishing  diplomatic  relations  until  the  UN 
mediation  effort  has  had  a  chance  to  succeed. 

QUESTION:   Are  there  future  plans  to  open  an 
embassy  or  consulate  in  Macedonia  in  near  future? 

SECRETARY  CHRISTOPHER:   The  opening  of  an  embassy 
or  consulate  in  Macedonia  will  likewise  await  the 
outcome  of  the  UN  mediation  effort. 

NUCLEAR  WEAPONS  SECURITY  IN  THE  FSU 

SENATOR  DECONCINI:   Is  the  U.S.  government  still  satisfied 
that  proper  safeguards  are  being  maintained  at  Russian 
nuclear  facilities  and  that  there  are  strong  controls  over 
nuclear  weapons? 

SECRETARY  CHRISTOPHER:   Nuclear  weapons  in  the  former 
Soviet  Union  continue  to  be  subject  to  a  robust  system  of 
physical  protection  and  use  control  devices.   This  system 
includes  a  dedicated  system  of  specialized  storage 
facilities  that  are  very  heavily  guarded  and  special 
technical  features  built  into  the  weapons  that  prevent 
their  unauthorized  use. 

All  tactical  nuclear  weapons  have  been  moved  to  Russia 
for  dismantlement.   Several  thousand  strategic  nuclear 
warheads  are  deployed  on  the  territory  of  Ukraine, 
Belarus,  and  Kazakhstan  but  these  weapons  are  under 
control  of  the  CIS  General  Staff  in  Moscow  and  are  heavily 
guarded.   These  weapons  will  be  removed  within  seven  years 
under  the  START  treaty  once  it  is  ratified  by  all  parties 
to  the  treaty. 
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The  system  of  controls  for  civilian  nuclear  material 
in  the  former  Soviet  Union  is  less  robust  and  we  are 
seeking  to  improve  this  system.   While  there  are  physical 
controls  at  the  facility  level,  the  Russians  lack  a 
national  system  of  materials  control  and  accountability. 
The  U.S.  has  already  begun  to  provide  technical  assistance 
in  this  area  and  the  parties  have  recently  concluded  an 
implementing  agreement  that  is  awaiting  final  review  by 
relevant  Russian  ministries  prior  to  signature. 

MOSCOW  U.S.  EMBASSY 

SENATOR  DeCONCINI:   What  is  the  status  of  the  U.S. 
Embassy  in  Moscow? 

SECRETARY  CHRISTOPHER:   I  have  asked  the  Under  Secretary 
of  State  for  Management  to  work  with  other  agencies  and  the 
Congress  to  reassess  the  Moscow  building  plan  and  provide 
clear  recommendations  on  what  is  now  needed  in  Moscow.   He 
will  review  the  various  building  options,  examine  our  needs 
for  classified  and  unclassified  space,  and  make 

rprnmmjanclatiQns  on  an  overall  approach, including  what  might 

be  done  with  the  compromised  New  Office  Building.   For  the 
time  being,  we  have  sufficient  secure  space  in  Moscow  to 
carry  out  the  New  Embassy  Compound  and  secure  areas  in  the 
existing  chancery  building. 

RUSSIA'S  RELATIONS  WITH  ITS  NEIGHBORS 

SENATOR  DECONCINI:   What  is  the  U.S.  position  on  President 
Yeltsin's  suggestion  that  the  UN  should  grant  Russia  "special 
authority"  to  guarantee  stability  in  neighbor  states  of  the 
former  USSR? 

ANSWER :    We  expect  that  the  Russian  government,  in  all  of  its 
foreign  policies,  will  honor  its  bilateral  and  CSCE  commitments 
to  respect  the  independence  and  political  integrity  of  other 
states.   While  there  may  be,  under  UN  or  CSCE  auspices,  some 
kinds  of  conflict  prevention  or  peacekeeping  functions  which 
Russia  might  undertake  in  CIS  territory,  we  would  not 
countenance  any  notion  of  a  right  of  unilateral  intervention. 
This  sort  of  proposal  has  not  been  well  received  by  Russia's 
neighbors . 

The  CIS  Charter  announced  earlier  this  year  and  signed  by 
Russia,  made  explicit  reference  to  the  UN  Charter,  as  well  as 
the  Helsinki  Final  Act  and  CSCE  documents.   The  Charter  pledges 
respect  for  "the  sovereignty  of  member  states,  the  inalienable 
right  of  peoples  to  self-determination,  and  for  the  right  to 
determine  their  future  without  external  influence." 

LEVELS  OF  ASSISTANCE 

SENATOR  DECONCINI:   What  levels  of  assistance  do  you  foresee 
going  to  the  newly  independent  states  of  the  former  USSR? 

ANSWER:   Our  U.S.  assistance  programs  are  designed  to 
bolster  and  encourage  democratic  and  economic  reform  efforts 
underway  in  Russia  and  the  other  NIS  during  this  critical 
transition  period.   At  the  Vancouver  Summit,  the  President 
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announced  a  $1.6  billion  package  of  assistance  for  Russia  for 
FY  1993.   The  package  includes  $690  million  in  grant 
assistance;  $700  million  in  concessional  food  sales;  and  $230 
million  in  other  credits.   During  the  G-7  ministerial  in  Tokyo, 
the  U.S.  announced  an  additional  $1.8  billion  bilateral  package 
for  Russia  and  the  other  new  independent  states.   The 
Administration  is  in  the  process  of  consulting  with  Congress  on 
the  best  way  to  fund  this  assistance  package. 

The  Administration  also  expects  to  ask  Congress  for  $700 
million  in  FY  1994  funding  to  support  humanitarian  and 
technical  assistance  programs  in  all  twelve  states  of  the  NIS. 
The  FY  1994  request  will  represent  an  increase  of  $300  million 
over  the  level  authorized  by  the  FREEDOM  Support  Act  and 
appropriated  by  the  Foreign  Operations  Appropriations  Act  for 
FY  1993.   The  Administration  also  plans  to  ask  Congress  for 
$400  million  in  FY  1994  funding  to  support  denuclearization 
programs  in  the  NIS.   This  latter  amount  is  in  addition  to  the 
$800  million  appropriated  for  these  programs  in  FY  1993. 


QUESTIONS  SUBMITTED  BY  SENATOR  FRANK  LAUTENBERG 

RAPE  AS  A  WAR  CRIME 

SENATOR  LAUTENBERG:   I  commend  the  Administration  for 
calling  for  the  establishment  of  an  international  war  crimes 
tribunal  to  prosecute  perpetrators  of  war  crimes  in  the  former 
Yugoslavia.   I  firmly  believe  that  perpetrators  of  rape  as  a 
tactic  of  warfare  should  be  prosecuted  in  an  international 
tribunal.   Do  you  believe  rape  as  a  tactic  of  warfare  is  a  war 
crime  and  that  its  perpetrators  should  be  prosecuted  in  an 
international  war  crimes  tribunal  established  by  the  United 
Nations? 

MR.  CHRISTOPHER:   We  share  your  disgust  with  the  sexual 
assaults  that  have  been  committed  in  the  former  Yugoslavia.   As 
you  know,  we  were  in  the  vanguard  of  seeking  Security  Council 
action  to  establish  an  international  tribunal  for  the  former 
Yugoslavia,  and  those  who  commit  sexual  assaults  should  come 
within  its  jurisdiction. 

There  has  been  confusion  in  some  quarters  about  whether 
rape  is  a  war  crime.   It  unquestionably  is.   The  Geneva 
Conventions  expressly  prohibit  rape.   Furthermore,  we  agree 
with  the  International  Committee  of  the  Red  Cross  that  rape  is 
a  "grave  breach"  of  the  Geneva  Conventions  --  a  category  of 
egregious  crimes  with  regard  to  which  states  have  special 
obligations  to  search  for,  prosecute,  or  extradite 
perpetrators . 

SENATOR  LAUTENBERG:   Can  you  tell  us  what  specific  steps 
the  United  States  Government  is  taking  to  ensure  that 
perpetrators  of  rape  as  a  tool  of  warfare  will  be  prosecuted  in 
an  international  war  crimes  tribunal  established  by  the  United 
Nations? 

MR.  CHRISTOPHER:   We  have  recommended  to  the  Secretary 
General  that  the  tribunal  have  jurisdiction  over  all  war  crimes 
(including  rape);  in  our  proposal  for  the  tribunal's  charter, 
we  have  expressly  included  rape  in  the  list  of  crimes  over 
which  the  tribunal  would  have  jurisdiction.   In  addition,  the 
U.S.  has  been  aggressively  gathering  information  on  violations 
of  international  humanitarian  law,  including  sexual  assaults. 
We  have  debriefed  refugees  and  engaged  with  other  agencies  in 
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an  extensive  effort  to  collect  and  collate  information  about 
specific  incidents.   Finally,  we  understand  that  the  UN  War 
Crimes  Commission  is  arranging  for  a  Canadian  team  to  conduct 
an  investigation  of  sexual  assaults  later  this  spring.   We 
intend  to  contribute  a  substantial  sum  to  the  Commission,  which 
can  be  used  to  support  this  effort. 

RAPE  COUNSELING  ASSISTANCE 

SENATOR  LAUTENBERG:   A  report  by  a  team  commissioned 
by  the  European  Community  to  investigate  rape  in  the 
former  Yugoslavia  recommends  that  all  community 
members,  as  part  of  their  contributions  to 
international  humanitarian  relief  efforts,  allocate  a 
portion  of  their  assistance  toward  the  treatment  of 
rape  victims.   The  report  also  states  that  "without 
skilled  and  appropriate  counseling,  long-term 
psychological  disturbance  with  risk  of  suicide  will  be 
the  chief  result".   Amnesty  International  has  also 
recommended  that  the  international  community  offer 
established  expertise  or  resources  for  the  counseling 
of  rape  victims  either  through  intergovernmental  and 
non-governmental  bodies  working  in  the  region  or 
through  support  for  local  initiatives. 

I  believe  the  international  community,  including 
the  United  Nations  and  the  United  States,  should 
respond  and  provide  assistance.   I  along  with  several 
of  my  colleagues  have  previously  written  to  you  asking 
for  a  comprehensive  outline  of  the  Department's  plans 
to  obligate  funds  for  medical  and  psychological 
assistance  to  the  women  of  Bosnia-Herzegovina  who  are 
victims  of  rape  and  forced  pregnancy. 

Can  you  provide  a  detailed  outline  of  the  options 
under  consideration  and  the  Department's  plans  to 
provide  assistance  for  these  services  from  existing 
funds . 

What  is  the  level  of  funding  under  consideration, 
the  accounts  from  which  funds  would  be  provided,  the 
type  of  medical  and  psychological  assistance  under 
considerations,  the  time-frame  for  obligating  the 
funds,  and  the  entities  that  would  be  involved  in 
receiving  and  distributing  the  assistance. 
SECRETARY  CHRISTOPHER:   The  United  States  Government 
will  provide  $6.75  million  to  assist  victims  of 
violence,  rape,  and  torture  in  the  former  Yugoslavia 
through  programs  funded  by  the  Bureau  for  Refugee 
Programs  and  the  U.S.  Agency  for  International 
Development . 

On  April  12,  the  Bureau  for  Refugee  programs  made 
an  initial  contribution  of  $1.5  million  to  the 
International  Federation  of  Red  Cross  and  Red  Crescent 
Societies  (IFRC)  in  support  of  its  social  welfare 
program  for  victims  of  abuse,  rape  and  torture  among 
the  refugees  and  displaced  persons  in  Croatia  and 
Slovenia.   The  program  will  train  some  320  local 
social  workers  to  provide  psychological  support, 
counseling  and  assistance  to  the  victims.   The  program 
will  place  special  emphasis  on  women  and  children. 
IFRC  does  not  have  a  program  in  Bosnia-Hercegovina  at 
this  time,  but  is  looking  into  the  possibility  of 
setting  up  a  program  there. 

The  Agency  for  International  Development  (A.I.D.) 
will  provide  over  $5  million  to  fund  other  projects  to 
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assist  victims  of  atrocities  in  the  former 
Yugoslavia.   The  core  programs  will  be  located  in 
Croatia,  where  it  is  possible  to  help  victims  beyond 
their  mere  survival  needs.   At  the  same  time, 
assistance  will  be  provided  to  victims  in  Bosnia  when 
and  where  outreach  is  possible  from  bases  in  Croatia. 
A.I.D.'s  assistance  will  fund  the  following  projects: 

A  tracing  program  to  reunify  abandoned  and 
displaced  children,  the  elderly,  and  their  families; 

An  umbrella  grant  to  a  qualified  American  private 
voluntary  agency  to  assist  local  organizations 
including  women's  groups,  community  organizations,  and 
other  groups  which  will  provide  counseling,  support, 
and  services  to  the  victims  of  rape  and  violence; 

A  project  to  train  and  upgrade  the  skills  of 
medical  professionals  and  community  workers  who  are 
treating  trauma  victims.   This  project  would  utilize 
existing  health  care  professionals  in  conjunction  with 
American  experts  in  this  area; 

Three  hospital  partnerships  centered  around  the 
treatment  of  physical  and  mental  trauma.   These 
partnerships  would  link  American  hospitals  and 
providers  of  trauma  services  with  counterpart 
institutions  in  Croatia  and  would  transfer  American 
technology,  help  provide  care,  and  offer  technical 
assistance  in  health  care  management;  and 

$1.5  million  in  emergency  medical  supplies 
targeted  towards  the  treatment  of  physical  and  mental 
trauma  will  be  delivered  through  Project  Hope  in  the 
coming  weeks. 

INTELLECTUAL  PROPERTY  PROTECTION  AND  FOREIGN  AID  RECIPIENTS 

SENATOR  LAUTENBERG:   I  have  long  been  concerned  about  ensuring 
that  countries  provide  adequate  intellectual  property 
protection  to  ensure  that  the  fruits  of  American  ingenuity  are 
protected  overseas.   As  you  know,  the  United  States  Trade 
Representative  maintains  a  list  of  countries,  called  the 
Special  301  list,  considered  by  our  government  to  be  the  worst 
violators  of  intellectual  property  obligations.   Many  of  these 
countries  are  foreign  aid  recipients. 

Do  you  believe  the  lack  of  adequate  intellectual  property 
protection  in  developing  countries  is  a  barrier  to  foreign 
investment  and  private  sector  development? 

SECRETARY  CHRISTOPHER:   We  consistently  advise  developing 
countries  that  it  is  in  their  own  self-interest  to  protect 
intellectual  property  within  their  territory.   Without  such 
protection,  creativity  cannot  flourish,  private  sector 
development  will  be  stifled,  and  potential  foreign  investors 
will  be  wary  of  exposing  their  intellectual  property  to 
possible  infringement. 

SENATOR  LAUTENBERG:   Do  you  believe  our  foreign  assistance 
program  can  contribute  to  the  establishment  of  adequate 
protection  for  intellectual  property  rights  in  countries  that 
receive  foreign  aid  and  have  been  identified  by  the  USTR 
through  the  Special  301  process?   How? 

SECRETARY  CHRISTOPHER:   Countries  which  have  been  identified 
through  the  Special  301  process  and  which  receive  foreign  aid 
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could  well  benefit  from  foreign  assistance  in  the  area  of 
intellectual  property  rights.   Such  assistance  might  take  the 
form  of  technical  advice  on  legislation  for  protection  of 
intellectual  property  or  on  the  establishment  of  an  effective 
enforcement  regime. 

SENATOR  LAUTENBERG:   Does  it  make  sense  to  provide  technical 
assistance  to  foreign  aid  recipients  that  do  not  provide 
adequate  protection  for  intellectual  property  rights  to  help 
them  enact  effective  laws  to  protect  patents,  copyrights,  and 
trademarks? 

SECRETARY  CHRISTOPHER:   Our  assistance  in  the  enactment  of 
effective  laws  for  protection  of  intellectual  property  could  be 
appropriate  under  certain  conditions:   If  the  country  is 
important  to  our  intellectual  property  industries,  if 
inadequate  laws  (rather  than  poor  enforcement)  is  the  main 
problem,  and  if  lack  of  information  or  expertise  stands  in  the 
way  of  effective  legislation. 

SENATOR  LAUTENBERG:   Is  this  the  type  of  assistance  that  should 
be  coordinated  by  the  Agency  for  International  Development,  the 
State  Department,  the  Commerce  Department,  and  the  United 
States  Trade  Representative  Office? 

SECRETARY  CHRISTOPHER:   Yes,  I  believe  the  agencies  you  mention 
would  coordinate  any  assistance  in  the  intellectual  property 
area. 

INTELLECTUAL  PROPERTY  PROTECTION  IN  THE  FORMER  SOVIET  UNION 

SENATOR  LAUTENBERG:   Last  year,  the  Senate  report  accompanying 
the  fiscal  year  1993  Foreign  Operations  Appropriations  Act 
supported  the  establishment  of  a  technical  assistance  program 
to  promote  effective  laws  for  the  protection  of  intellectual 
property  in  the  former  Soviet  Union.   The  Committee  urged  "AID 
to  work  with  the  Commerce  Department  and  the  USTR  to  develop  a 
technical  assistance  program  to  facilitate  the  enactment  and 
enforcement  of  laws  that  will  prevent  unfair  exploitation  of 
intellectual  property." 

Do  you  agree  that  industry  would  be  more  willing  to  invest  in 
the  former  Soviet  Union  if  greater  protection  for  intellectual 
property  were  guaranteed? 

SECRETARY  CHRISTOPHER:   There  is  no  doubt  that  better 
intellectual  property  protection  would  increase  the  confidence 
that  businessmen  need  to  invest  in  Russia  and  the  other  states 
of  the  former  Soviet  Union.   All  of  these  countries  are  in  the 
process  of  creating  civil  and  criminal  codes  which  are 
consistent  with  a  free  market  system — codes  which  will  include 
protection  of  intellectual  property.   Both  the  countries  and 
potential  investors  clearly  will  benefit  in  this  process. 

SENATOR  LAUTENBERG:   V^/hat  plans  are  underway  to  implement  this 
technical  assistance  program  in  the  former  Soviet  Union  and  to 
coordinate  this  program  with  the  Commerce  Department  and  the 
USTR? 

SECRETARY  CHRISTOPHER:   AID  has  requested  proposals  and  is 
prepared  to  begin  issuing  contracts  to  assist  countries  of  the 
former  Soviet  Union  in  developing  their  legal  and  regulatory 
frameworks.   We  anticipate  that  attorneys,  economists  and  other 
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experts  will  be  advising  these  governments  in  designing  modern 
structures  for  economic  development.   Such  structures  will 
necessarily  include  regimes  for  protection  of  intellectual 
property  rights.   The  programs  will  be  coordinated  with  the 
Commerce  Department  and  USTR .   In  our  extensive  contacts  with 
officials  of  the  Russian  Federation,  there  appears  to  be 
considerable  understanding  on  the  part  of  officials  of  the 
importance  of  strong  intellectual  property  rights  protection. 

SENATOR  LAUTENBERG:   What  is  the  time  frame  for  establishing 
and  implementing  a  technical  assistance  program  for  the 
enactment  of  effective  laws  for  the  protection  of  intellectual 
property  in  the  former  Soviet  Union? 

SECRETARY  CHRISTOPHER:   The  Newly  Independent  States  are  at 
different  stages  in  terms  of  readiness  to  begin  assistance 
programs.   We  will  in  the  near  future  be  discussing  a  proposed 
work  plan  with  officials  of  Ukraine.   Discussions  on  possible 
programs  with  other  states  will  follow. 

SENATOR  LAUTENBERG:   Which  office  at  the  State  Department  and 
the  Agency  for  International  Development  will  have  overall 
jurisdiction  for  this  program? 

SECRETARY  CHRISTOPHER:   The  Offices  of  Independent  States  and 
Commonwealth  Affairs,  and  that  of  the  Deputy  Coordinator  for 
Assistance  to  the  Newly  Independent  States  in  the  State 
Department;  and  the  Agency  for  International  Development's  Task 
Force  for  the  Newly  Independent  States  will  be  primarily 
responsible  for  establishing  and  implementing  the  technical 
assistance  program  . 

SENATOR  LAUTENBERG:   Will  any  other  offices  in  those  agencies 
be  consulted  and  involved  in  implementing  this  program? 

SECRETARY  CHRISTOPHER:   In  the  State  Department,  the  Office  of 
Intellectual  Property  and  Competition  in  the  Bureau  of  Economic 
and  Business  Affairs  will  be  consulted.   In  AID,  the  Office  of 
Policy  Analysis  and  Resources  in  the  Policy  Directorate  will  be 
involved . 

SENATOR  LAUTENBERG:  What  are  the  plans  to  coordinate  this 
program  with  the  Commerce  Department  and  the  United  States 
Trade  Representative  as  specified  by  Congress? 

SECRETARY  CHRISTOPHER:   We  have  signed  bilateral  trade 
agreements  with  all  but  three  of  the  Newly  Independent  States, 
and  these  agreements  contain  extensive  provisions  on 
intellectual  property  protection.   The  agreements  also  provide 
for  establishment  of  bilateral  intellectual  property  working 
groups.   These  working  groups  are  chaired  on  the  U.S.  side  by 
USTR,  and  they  include  participation  by  Commerce  and  State. 
The  U.S. -Russia  IPR  working  group  has  held  one  formal  meeting 
(Sep  1992)  and  has  continued  to  maintain  extensive  informal 
contacts  since.   IPR  working  group  meetings  for  the  other 
states  that  have  signed  trade  agreements  will  be  scheduled  this 
spring. 

SENATOR  LAUTENBERG:   Which  offices  at  those  departments  will 
have  overall  responsibility  for  working  with  the  Agency  for 
International  Development  and  the  State  Department  to  implement 
this  technical  assistance  program? 
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SECRETARY  CHRISTOPHER:   The  Assistant  USTR  for  Europe  and  the 
Mediterranean  has  responsiblility  for  intellectual  property 
matters  in  the  NIS.   In  Commerce,  the  Office  of  Multilateral 
Affairs  has  policy  responsibility  in  this  area,  while  the 
Patent  and  Trademark  office  provides  critical  technical  advice. 

SENATOR  LAUTENBERG:   Which  entities  in  the  former  Soviet  Union 
have  been  contacted  or  do  you  expect  to  contact  about 
implementing  this  program? 

SECRETARY  CHRISTOPHER:   Our  contacts  are  furthest  advanced  with 
the  Russian  State  Property  committee,  the  entity  in  charge  of 
their  privatization  effort.   Also,  as  I've  noted  above,  we  have 
extensive  contacts  with  a  broad  range  of  Russian  agencies 
concerned  with  intellectual  property  protection,  through  the 
U.S. -Russia  IPR  working  group.   We  expect  to  establish  similar 
relationships  with  intellectual  property  authorities  in  other 
NIS  countries.   More  broadly,  we  will  be  in  contact  with 
authorities  interested  in  reform  and  privatization  in  all  the 
NIS  countries. 


QUESTIONS  SUBMITTED  BY  SENATOR  ARLEN  SPECTER 

THE  FORMER  YUGOSLAV  REPUBLICS 

SENATOR  SPECTER:   Given  the  recent  progress  toward 
a  peace  settlement  in  Bosnia-Herzegovina,  that  is 
acceptance  of  the  Vance-Owen  plan  by  the  Muslims  and 
Croatians,  and  the  cease-fire  that  went  into  effect 
this  past  weekend,  can  you  please  give  us  the 
prognosis  for  the  Bosnian  Serbs  to  sign  the  agreement? 

SECRETARY  CHRISTOPHER:   As  you  know,  Karadzic,  the 
leader  of  the  Bosnian  Serbs,  signed  the  Vance/Owen 
peace  plan  in  Athens  on  May  2.   His  agreement  was 
conditional  on  approval  by  the  so-called  Bosnian  Serb 
parliament.   On  May  5,  this  parliament  rejected  the 
peace  plan  and  then  called  for  a  referendum  on  it. 

It  will  take  more  than  a  signature  on  a  peace 
plan,  however,  to  convince  the  international  community 
that  the  Bosnian  Serbs  are  serious  and  acting  in  good 
faith.   Other  agreements  in  this  protracted  war  have 
raised  hopes  but  not  changed  behavior. 

SENATOR  SPECTOR:   What  means  of  pressure  are  we 
applying  to  get  the  Bosnian  Serbs  to  agree  to  the  plan? 

SECRETARY  CHRISTOPHER:   The  Bosnian  Serbs  must 
prove  they  intend  to  abide  by  the  peace  plan  by  their 
deeds  and  concrete  actions.   Until  they  do,  we  will 
continue  to  enforce  sanctions  and  consider  other 
measures,  including  military  force,  if  the  Serbs  do 
not  act  in  good  faith. 

The  Former  Yugoslav  Republics 

2.   In  the  event  the  peace  accord  is  signed  by  all  factions, 
how  will  the  U.S.  ensure  that  the  terms  and  conditions  of  the 
accord  are  enforced?   Do  you  envision  the  commitment  of  U.S. 
troops?   If  so,  how  many  troops  do  you  envision  deployed  to  the 
region,  how  long  will  they  be  deployed,  and  under  what  type  of 
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command  structure  would  they  be  placed  (i.e.,  UN,  NATO,  U.S.)? 
I  am  concerned  for  the  safety  of  these  men  and  women  should  we 
commit  them  to  peacekeeping  operations.   What  will  be  the  rules 
of  engagement  for  our  troops,  i.e.,  will  they  be  allowed  to 
defend  themselves? 

Answer 

o   We  envision  a  UN  peace  plan  being  implemented  in  the 

context  of  an  agreement  among  the  parties  with  a  genuine 
commitment  by  their  leaders  to  making  it  succeed. 

o   After  a  settlement  is  agreed,  the  UN  Secretary  General, 
using  input  from  NATO,  must  come  up  with  a  plan  for 
implementation  of  the  Vance-Owen  plan.   The  UNSC  must  pass 
a  resolution  supporting  the  UN  Secretary  General's  plan. 

o    We  envision  the  UN  settlement  plan  having  NATO  at  the  core 
of  the  implementation  effort.   The  UN  will  have  overall 
authority  for  implementation  of  a  settlement.   Within  the 
UN  mandate,  the  military  operation  should  be  organized  by 
NATO. 

o    NATO  will  finalize  plans  once  the  final  terms  are  agreed. 
NATO  has  made  arrangements  for  non-NATO  nations,  including 
Russia,  to  participate  in  the  planning  process  and 
implementation  effort.   On  command  and  control,  the  NATO 
core  would  include  appropriate  arrangements  to  integrate 
non-NATO  participants.   As  of  now,  the  Russians  have 
indicated  that  they  would  contribute  appropriate  forces  to 
the  implementation  effort.   No  other  non-NATO  states  have 
made  firm  offers  to  participate. 

o    The  decision  to  insert  forces,  their  mandate,  and  the 

timeline  for  their  deployment  will  be  worked  out  in  the 
final  NATO  planning,  in  coordination  with  the  UN. 
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o   The  President  has  pledged  that  the  United  States  is  ready 
to  join  with  the  UN,  the  EC,  NATO,  and  others  in 
implementing  a  viable  agreement  that  all  parties  accept. 
This  includes  possible  U.S.  military  participation.   A 
final  decision  to  go  forward  still  is  pending. 

o   The  precise  rules  of  engagement  will  be  worked  out  in  final 
NATO  planning,  and  will  be  appropriate  to  the  mission. 
They  will  have  to  be  satisfactory  to  the  Joint  Chiefs  of 
Staff  before  the  U.S.  agrees.   As  with  other  aspects  of  the 
planning,  final  decisions  on  rules  of  engagement  remain  to 
be  taken  in  light  of  developments  in  the  settlement 
negotiations . 

LEVELS  OF  ASSISTANCE 

SENATOR  SPECTER:   We  have  heard  reports  over  the  past 
several  days  of  the  Clinton  Administration's  plan  to  increase 
aid  to  Russia  and  the  republics  of  the  former  Soviet  Union.   In 
light  of  the  fact  that  Russia  is  not  currently  making  the 
principle  and  interest  payments  on  its  $75  billion  debt  to  the 
West,  do  you  have  any  plans  to  obtain  collateral  security  on 
the  $700  million  of  aid  that  will  be  provided  to  Russia  in  FY94? 


ANSWER:   Earlier  this  month,  the  United  States  and  the 
other  official  creditors  of  the  former  Soviet  Union  concluded  a 
debt  rescheduling  designed  to  provide  the  breathing  space 
needed  by  Russia  during  its  transition  to  a  market  economy. 
The  rescheduling  regularizes  Russia's  debt  service  situation 
and  should  help  make  it  easier  for  the  Russian  Government  to 
meet  payments  on  new  debt,  such  as  new  U.S.  credits  to  purchase 
American  agricultural  commodities. 

The  $700  million  of  assistance  for  Russia  that  the 
Administration  plans  to  request  in  FY94  is  grant  assistance,  so 
there  is  no  need  to  collateralize  it.   The  $700  million  largely 
continues  the  humanitarian  and  technical  assistance  programs 
begun  in  FY93  under  the  Freedom  Support  Act. 

THE  ANTI -NARCOTICS  INITIATIVE 

SENATOR  SPECTER:   Mr.  Secretary,  for  years  we  have 
been  engaged  in  a  major  effort  to  combat  the  international 
drug  trade.   We  have  poured  hundreds  of  millions  of 
dollars  into  programs,  primarily  in  Central  and  South 
America,  to  combat  the  flow  of  illegal  drugs  to  the  U.S. 
with  mixed  results  at  best.   A  February  1993  report  by  the 
Congressional  Budget  Office  recommended  that  Congress  pare 
the  budget  to  combat  international  drug  traffic  to  cut  the 
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deficit.   I  would  be  interested  in  your  evaluation  of  our 
efforts  to  curb  international  drug  traffic  and  what  the 
recent  reports  portend? 

MR.  CHRISTOPHER:   I  agree  that  our  counternarcotics 
efforts  overseas  have  produced  mixed  results  and  that  we 
must  find  more  efficient  and  effective  ways  to  make 
progress.   We  are  currently  reexamining  the  global  drug 
threat  to  determine  where  it  is  most  dangerous  and  where 
we  can  have  the  greatest  impact  in  combatting  it.   We  will 
change  or  cut  programs  that  have  not  worked.   We  are 
developing  more  multilateral  initiatives  in  such  areas  as 
chemical  and  money  control,  international  demand 
reduction,  public  awareness,  and  training.   Cutting  our 
foreign  counternarcotics  funding  to  reduce  the  deficit, 
however,  would  be  a  misguided  step  if  the  result  was  a 
need  to  spend  more  money  to  cope  with  increased  domestic 
crime  and  drug  abuse  problems. 

SENATOR  SPECTER:   Recently,  Mr.  Secretary,  the  Senate 
adopted  a  Sense  of  the  Congress  resolution  I  offered  as  an 
amendment  to  the  Budget  Resolution,  to  shift  resources 
from  programs  to  curb  the  supply  of  drugs  to  programs 
designed  to  cut  back  on  demand.   In  your  restructuring  of 
U.S.  foreign  aid,  will  you  continue  to  provide  funds  to 
crop  substitution  programs  and  efforts  to  support  police 
and  military  operations  against  drug  growers,  processors, 
and  traffickers?   What  is  your  assessment  of  the  potential 
for  long  term  success  if  we  are  to  continue  these  programs? 

MR.  CHRISTOPHER:   The  international  drug  threat  is  a 
complex  political,  economic,  and  social  problem  that 
requires  a  long-term  strategy.   While  we  must  work  harder 
at  reducing  the  domestic  demand  for  drugs,  we  cannot 
ignore  supply  given  the  difficulty  of  reducing  consumption 
of  a  commodity  which  is  widely  available  and  cheap.   The 
most  effective  way  to  achieve  permanent  progress  includes 
efforts  to  increase  international  involvement  in  the 
antidrug  fight  and  to  strengthen  the  antidrug  institutions 
in  key  drug-producing  and  trafficking  countries.   We 
support  a  wide  range  of  counternarcotics  programs  tailored 
to  specific  countries  and  challenges.   For  example, 
although  we  do  not  fund  crop  substitution  programs  by 
themselves,  we  do  back  integrated  assistance  and 
enforcement  programs  to  control  drug  crops  where  these 
efforts  can  reduce  the  flow  of  drugs  to  the  U.S.   We  also 
intend  to  continue  training  and  supporting  security  forces 
that  have  shown  the  commitment  and  ability  to  attack  those 
trafficking  organizations  that  manage  the  worldwide  drug 
trade  and  threaten  the  political  and  economic  stability  of 
their  countries.   The  Administration  is  looking  at  ways  to 
make  better  use  of  the  UN  and  other  multilateral  and 
regional  organizations  in  the  international  drug  fight, 
particularly  in  such  areas  as  enhancing  international 
demand  reduction,  public  awareness,  training,  judicial 
reform,  and  money  laundering  and  chemical  controls. 

MILITARY  TRIBUNAL  ON  FORMER  YUGOSLAVIA 

SENATOR  SPECTER:  Mr.  Secretary,  the  only  time  when  the 
world  has  seen  an  international  military  tribunal  was  following 
the  unconditional  surrender  of  Germany  and  Japan  in  WWII.   Many 
people  in  this  country  and  other  countries  believe  that  if  a 
peaceful  settlement  is  reached  among  the  warring  factions  in 
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the  former  Yugoslavia,  war  crimes  will  not  be  tried,  certainly 
not  by  an  impartial  military  tribunal. 

If  a  peace  agreement  is  reached,  should  there  be  an  ad  hoc 
international  or  regional  military  tribunal? 

MR.  CHRISTOPHER:  Yes.   As  you  know,  the  Security  Council 
has  decided  to  establish  an  international  tribunal  for  the 
prosecution  of  atrocities  in  the  former  Yugoslavia.   Our 
recommendations  for  the  tribunal's  charter  are  designed  to 
ensure  that  it  is  both  effective  and  scrupulously  fair.   We  do 
not  believe  that  the  peace  talks  will  interfere  with  the 
tribunal's  goal  of  enforcing  universally-recognized  norms  of 
international  humanitarian  law.   The  leaders  of  the  peace 
process  (Vance  and  Owen)  have  indicated  their  support  for  a 
tribunal  that  is  independent  of  the  peace  talks. 

SENATOR  SPECTER:  What  steps  will  you  take  as  Secretary  of 
State  to  ensure  that  criminal  offenses  are  brought  to  trial 
before  such  a  court? 

MR.  CHRISTOPHER:  We  have  recommended  to  the  Secretary 
General  that  the  tribunal  have  jurisdiction  over  .all  war  crimes 
(including  rape),  genocide,  and  certain  specific  categories  of 
crimes  against  humanity.   In  addition,  the  Department  of  State 
and  other  agencies  have  been  aggressively  gathering  information 
on  violations  of  international  humanitarian  law,  including 
sexual  assaults.   We  have  debriefed  refugees  and  engaged  with 
other  agencies  in  an  extensive  effort  to  collect  and  collate 
information  about  specific  incidents. 

SENATOR  SPECTER:  We  are  aware  that  the  UN  War  Crimes 
Commission  and  its  US  representative.  Professor  Bassiouni,  has 
been  documenting  evidence  of  war  crimes  in  the  former 
Yugoslavia.   But,  because  of  the  massive  nature  of  these  war 
crimes,  an  ad  hoc  tribunal  will  be  required  to  investigate  and 
gather  evidence  on  its  own.   This  effort  will  require  resources 
in  the  form  of  people  and  funds. 

To  what  extent  is  the  United  States  Government  prepared  to 
assist  this  effort  in  terms  of  people  and  funds? 

MR.  CHRISTOPHER:  The  UN  War  Crimes  Commission  has  played  a 
valuable  role  in  establishing  an  impartial  record  of  atrocities 
in  the  former  Yugoslavia.   It  has  recently  established  a 
limited  program  of  on-site  investigation,  and  we  intend  to 
contribute  a  substantial  amount  of  money  to  that  program;  we 
are  also  examining  with  interested  countries  what  other 
assistance  to  provide. 

We  fully  agree,  however,  that  this  effort  must  be  followed 
by  the  creation  of  a  tribunal  that  will  be  responsible  for 
gathering  and  marshalling  evidence  for  the  purpose  of 
prosecution  of  war  criminals.   We  would  expect  the  work  of  the 
UN  War  Crimes  Commission  to  be  folded  into  the  new  tribunal. 
With  our  strong  support,  the  UN  Security  Council  has  decided  to 
create  such  a  tribunal,  and  we  have  made  specific  proposals  for 
the  tribunal's  charter.   We  are  starting  to  examine  what 
resources  and  personnel  will  be  required  for  the  tribunal  and 
expect  to  consult  with  other  interested  countries  as  the 
Security  Council  makes  decisions  about  the  composition  and 
mandate  of  the  tribunal.   We  will  work  to  ensure  that  the 
Tribunal  has  the  resources  it  needs  to  be  effective. 

(I  should  also  note  that  Professor  Bassiouni  is  not  the 
U.S.  representative  to  the  UN  War  Crimes  Commission,  as  your 
question  suggests.   He  is  an  independent  expert  --  and  an 
Egyptian  national  —  appointed  by  the  UN  Secretary-General  to 
provide  impartial  advice  and  expertise  for  the  Commission's 
efforts . ) 
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ESTABLISHMENT  OF  AN  INTERNATIONAL  CRIMINAL  COURT 

SENATOR  SPECTER:   If  you  can  accept  that  the  situation  in 
the  former  Yugoslavia  is  likely  a  microcosm  of  what  the  world 
will  face  in  the  foreseeable  future,  would  you  agree  that  there 
is  a  need  for  a  permanent  international  criminal  court  to  try 
war  crimes,  terrorists,  drug  traffickers  and  international 
money  launderers? 

MR.  CHRISTOPHER:   I  would  agree  that  the  idea  of  an 
international  cri-minal  court  has  some  attractions,  and  I  think 
we  should  look  at  this  closely.   However,  the  establishment  of 
any  international  tribunal  raises  a  number  of  difficult  legal 
and  practical  issues  which  need  to  be  effectively  resolved. 

As  you  know,  the  United  States  has  actively  supported 
efforts  to  establish  an  ad  hoc  war  crimes  tribunal  to  prosecute 
those  responsible  for  war  crimes  on  the  territory  of  former 
Yugoslavia.   This  effort,  which  may  be  viewed  as  a  way  to 
preview  the  efficacy  of  a  permanent  international  court,  will 
give  us  a  much  better  idea  of  the  problems  involved  in 
establishing  such  a  tribunal  and  how  better  to  address  these 
problems  in  the  future. 

In  any  event,  we  want  to  be  sure  that  certain  specific 
concerns  are  met  by  any  future  permanent  international 
tribunal.   First,  the  development  and  implementation  of  such  a 
tribunal  should  facilitate,  and  not  harm,  international  law 
enforcement  efforts.   This  is  of  particular  concern  in  the  case 
of  narco-traf f ickers  and  terrorists.   Second,  such  a  court 
should  be  fashioned  so  as  not  to  become  overly  politicized. 
Finally,  we  want  to  be  sure  that  the  tribunal  is  effective  - 
that  questions  concerning  such  issues  as  rules  of  procedure  and 
evidence,  scope  of  jurisdiction  and  applicable  law  are 
adequately  addressed. 

SENATOR  SPECTER:   The  United  Nations  is  moving  closer  to 
the  establishment  of  a  permanent  international  criminal  court 
and  many  Western  nations  (including  England  and  Germany)  are 
supporting  it.   It  seems  that  the  United  States  is  at  best 
dragging  its  feet  in  spite  of  statements  by  your  predecessors 
that  the  establishment  of  such  a  court  was  a  good  idea.   By  the 
end  of  the  year,  the  International  Law  Commission  will  propose 
to  the  UN  a  draft  statute  for  such  a  court  and  the  UN  will 
likely  consider  it  in  its  49th  Session  next  year.   The  US  has 
been  critical  of  this  effort  in  the  past,  but  has  not  taken  the 
more  positive  and  constructive  step  of  providing  its  own  draft 
statute . 

Would  you  be  willing  to  support  the  idea  of  the  United 
States  drafting  its  own  proposal  for  the  establishment  of  such 
a  court  for  submission  to  the  UN  General  Assembly? 

MR.  CHRISTOPHER:   I  do  not  support  the  idea  of  the  United 
States  drafting  its  own  proposal  for  submission  to  the  General 
Assembly.   There  are  a  number  of  complex  issues  that  remain  to 
be  resolved  and  the  International  Law  Commission  has  been 
charged  by  the  General  Assembly  with  beginning  this  task.   I  am 
heartened  by  the  progress  being  made  to  resolve  our  concerns  in 
the  most  recent  ILC  report.   We  are  preparing  a  submission  to 
the  ILC  responding  to  this  report,  and  at  this  point  do  not 
think  it  would  be  productive  to  submit  our  own  draft  statute. 


203 


QUESTIONS  SUBMITTED  BY  SENATOR  DONALD  RIEGLE 

RUSSIAN  TROOP  WITHDRAWALS  FROM  THE  BALTICS 

SENATOR  RIEGLE:   1.  According  to  Public  Law  102-391 
(Assistance  for  the  New  Independent  States  of  the  Former 
Soviet  Union  Act) ,  no  more  than  50%  of  the  funds  provided 
to  Russia  other  than  humanitarian  assistance,  shall  be 
made  available  unless  the  President  certifies  to  Congress 
by  June  1,  1993  that  the  Government  of  Russia  and  the 
Governments  of  Estonia,  Latvia,  and  Lithuania  have 
established  timetables  for  withdrawal  of  Russian  troops 
from  the  Baltics  or  that  substantial  withdrawal  has 
occurred.   Although  some  progress  on  troop  withdrawal  has 
occurred,  negotiations  to  establish  a  timetable  for 
withdrawal  from  Latvia  and  Estonia  are  still  at  a 
standstill.   Moreover,  withdrawing  Russian  troops  have 
left  Baltic  countries  with  severe  environmental  problems 
at  former  military  bases  and  training  locations. 


Questions : 

a)  What  is 

your 

assessment 

withdrawal 

from 

the 

Baltic 

of  the  current  status  of  troop 
countries? 

b)  What  would  your  recommendation  to  the  President  be  on 
this  issue? 


SECRETARY  CHRISTOPHER:   Notwithstanding  official 
proclamations  of  suspensicm  of  troop  withdrawals  by  the 
Russian  government,  all  information,  including  that  from 
the  Baltic  governments,  indicates  that  de  facto 
withdrawal  of  troops  from  the  Baltics  continues  at 
significant  levels.   Since  the  beginning  of  1992,  well 
over  60  percent  of  the  Russian  forces  have  departed  the 
Baltics . 

The  U.S.  Government  supports  the  Baltic  governments 
in  their  insistence  on  the  expeditious  withdrawal  of 
Russian  forces.   At  the  highest  levels,  the  United  States 
has  urged  Russia  to  abide  by  its  commitment  to  withdraw 
its  forces.   Furthermore,  in  order  to  promote  the 
withdrawal  process  in  tangible  ways,  the  President  also 
announced  a  $6  million  housing  program  at  the  Vancouver 
summit . 

RUSSIA'S  SECURITY  POLICY 

SENATOR  RIEGLE:   2.   In  October  1992,  the  Russian  Foreign 
Ministry  publication,  Diplomatischeski  Vestnik.  published  an 
article  by  S.A.  Karaganov,  Deputy  Director  of  the  European 
Institute  outlining  Russian  strategies  regarding  the  "near 
abroad."   The  author  argues  that  it  is  in  Russia's  interest  to 
maintain  control  over  the  former  Soviet  republics  and  outlines 
several  strategies,  including: 

*  defending  the  interests  of  Russian  speaking  populations  in 
neighboring  countries  by  claiming  to  defend  the  rights  of 
minorities; 

*  maintaining  the  size  of  Russian  speaking  populations  in 
those  regions  where  they  exist  in  order  to  preserve 
leverage  over  the  governments  of  those  countries;  and 
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*    maintaining  use  of  the  large  debt  burdens  that  former 

Soviet  republics  have  in  order  to  buy  up  their  enterprises 
to  form  a  powerful  economic-political  enclave  to  serve  as 
the  basis  for  Russia's  political  influence  in  those 
countries . 

Question:   What  is  your  opinion  of  Russia's  emerging  security 
policy  regarding  the  "near  abroad?" 

ANSWER:   The  key  word  is  "emerging."   We  are  following  its 
development  closely.   Thus  far,  the  Russian  Federation  under 
Yeltsin  has  emphasized  the  importance  of  close  relations  with 
the  newly-independent  states  and  has  sought  to  strengthen  the 
Commonwealth  structures.   There  is  no  doubt  that  Russia  sees 
itself  as  the  logical  successor  to  the  Soviet  Union  in  terms  of 
big-power  status  and  relations  with  the  rest  of  the  world. 
However,  in  attempting  to  build  upon  the  commonwealth 
foundation,  the  Russian  government  has  made  an  effort  to 
balance  its  interest  in  reestablishing  Russia's  international 
credentials  with  the  realization  that  it  must  also  address 
problems  nearer  home  differently.   While  there  is  nationalist 
sentiment  and  Russia  clearly  worries  about  those  ethnic 
Russians  remaining  in  other  countries,  GOR  spokesman  have 
expressed  an  intention  to  abide  by  UN  and  CSCE  principles. 
There  is  no  definitive  security  policy  as  such  toward  the  "near 
abroad,"  but  we  should  encourage  Russia  to  continue  to  develop 
one  consistent  with  its  commitment  to  responsible  international 
conduct . 

TREATMENT  OF  ETHNIC  RUSSIANS  IN  THE  BALTICS 

SENATOR  RIEGLE:   Although  no  documentation  has  ever  been 
provided,  some  members  of  the  Russian  government  have 
accused  the  Baltic  countries  of  human  and  civil  rights 
violations  against  ethnic  Russians  and  have  attempted  to 
justify  the  continuing  presence  of  Russian  troops  in  the 
Baltics  by  claiming  that  they  must  protect  the  rights  of 
the  Russian  population.   Various  international  bodies, 
including  the  U.N.  and  the  Conference  on  Security  and 
Cooperation  in  Europe  (C.S.C.E.)  have  sent  delegations  to 
the  Baltic  countries  to  investigate  the  allegations. 
These  groups  have  reported  no  evidence  of  government 
sanctioned  discrimination  on  the  basis  of  ethnicity, 
religion,  etc. 

Questions: 

a)  Would  you  agree  with  the  argument  that  these  Russian 
allegations  are  largely  an  attempt  to  divert  attention 
from  the  issue  of  troop  withdrawal? 

b)  Thus  far.  Western  Europe,  the  U.S.,  and  international 
bodies  such  as  the  C.S.C.E.  have  refused  attempts  to  link 
these  issues.   Will  the  U.S.  continue  to  keep  the  issues 
of  troop  withdrawal  and  status  of  Russians  living  in  the 
Baltics  separate? 

SECRETARY  CHRISTOPHER:   We  have  seen  no  confirmed 
evidence  of  abuses  of  the  human  rights  of  the  Russian 
minorities  in  any  of  the  Baltic  states.   We  have, 
however,  no  reason  to  doubt  that  several  influential 
Russian  leaders  are  convinced  that  human  rights 
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violations  are  occurring  in  the  Baltics  and  that  they  see 
a  connection  between  Russian  troop  presence  and  the 
favorable  treatment  of  ethnic  Russians.   We  have  supported 
fact-finding  missions  by  international  organizations,  such 
as  the  UN  and  CSCE,  to  the  Baltic  stares.   Because  of  the 
political  nature  of  this  problem,  we  continue  to  encourage 
the  Baltics  to  consider  the  effects  of  legislation  and 
policies  bearing  on  the  present  and  future  treatment  of 
the  Russian  populations  in  their  respective  countries, 
including  citizenship,  voting  and  property  rights.   We 
urge  both  sides  to  engage  in  constructive  dialogue  to 
resolve  issues  of  perceived  discrimination. 

We  do  not  see  and  believe  there  should  not  be  a 
linkage  between  continuing  Russian  troop  withdrawals  and 
the  question  of  the  treatment  of  ethnic  Russians  in  the 
Baltics . 

SENATOR  RIEGLE:   A  great  deal  of  attention  has  been  focused  on 
hhe  interests  of  the  25  million  Russians  living  outside  of 
Russia,  however,  very  little  attention  has  been  paid  to  the 
.status  of  approximately  40  million  non-Russians  living  in 
Russia.   In  many  cases,  the  rights  of  non-Russian  residents  of 
Russia  are  less  secure  than  those  of  Russians  living  outside  oE 
Russia.   For  example,  the  Russian  government  has  passed  a  law 
decreeing  that  all  foreign  citizens  living  on  what  is  now 
Russian  territory  must  pay  taxes  to  the  Russian  government  in 
hard  currency. 

Question:   Do  you  agree  that  the  question  of  Russians  living 
outside  of  Russia  has  been  raised  by  the  Russian  government 
primarily  as  a  method  to  justify  Russia's  interest  in  pursuing 
special  rights  in  the  "near  abroad?" 

ANSWER :   No.   While  there  are  doubtless  political  motives 
behind  the  complaints  of  mistreatment  levied  by  some  Russians, 
generally  we  believe  that  the  concerns  expressed  by  the  Yeltsin 
government  have  reflected  genuine,  if  sometimes  inaccurate, 
perceptions  that  Russians  are  no  longer  welcome  in  lands  they 
called  home.   Obviously,  the  results  of  Soviet  policies  and 
other  historical  factors  come  into  play  here,  and  it  will  take 
time  Eor  Russians  living  outside  of  Russia  to  become  better 
integrated  into  the  cultures  in  which  they  find  themselves.   We 
would  encourage  them  to  make  that  effort,  just  as  we  have 
encouraged  the  newly-independent  states  to  work  to  accept  those 
Russians  who  wish  to  remain,  in  the  best  interests  of  their  own 
countries.   We  do  not  see  this  concern  as  purely 
opportunistic.   The  Administration  is  concerned  about  the  fair 
treatment  of  all  minorities,  regardless  of  where  they  live. 

SUBCOMMITTEE  RECESS 

Senator  LEAHY.  The  subcommittee  will  stand  in  recess  until  10 
a.m.,  Tuesday,  April  20,  when  we  will  hear  from  the  Agency  for 
International  Development. 

[Whereupon,  at  12:24  p.m.,  Tuesday,  March  30,  the  subcommit- 
tee was  recessed  to  reconvene  at  10  a.m.,  Tuesday,  April  20.] 


FOREIGN  OPERATIONS,  EXPORT  FINANCING, 
AND  RELATED  PROGRAMS  APPROPRIA- 
TIONS FOR  FISCAL  YEAR  1994 


WEDNESDAY,  APRIL  21,  1993 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  2:05  p.m.,  in  room  SD-138,  Dirksen 
Senate  Office  Building,  Hon.  Patrick  J.  Leahy  (chairman)  presid- 
ing. 

Present:  Senators  Leahy,  DeConcini,  McConnell,  and  Mack. 

DEPARTMENT  OF  STATE 

STATEMENT  OF  HON.  STROBE  TALBOTT,  AMBASSADOR  AT  LARGE  AND 
SPECIAL  ADVISER  TO  THE  SECRETARY  FOR  THE  NEWLY  INDE- 
PENDENT STATES  OF  THE  FORMER  SOVIET  UNION 

ACCOMPANIED  BY  DAN  SPECKHARD,  DEPUTY  FOR  ECONOMIC  POUCY 

OPENING  STATEMENT  OF  SENATOR  LEAHY 

Senator  LEAHY.  The  subcommittee  will  come  to  order. 

Ambassador,  we  are  delighted  to  have  you  here.  It  is  your  first 
appearance  before  this  committee,  but  I  think  you  will  probably 
have  many  more  pleasurable  meetings  with  us. 

The  United  States  has  won  the  cold  war  because  of  the  willing- 
ness of  the  American  people  to  pav  the  costs  in  lives  and  dollars. 
Just  as  much  of  an  argument  could  be  made  that  the  Soviet  Union 
lost  the  cold  war. 

But  today,  we  are  asking  new  sacrifices  of  the  American  people 
as  Russia  and  the  other  former  Soviet  republics  face  economic  and 
political  challenges  with  enormous  implications  for  ourselves  and 
the  rest  of  the  world  well  into  the  21st  century. 

The  United  States  and  our  Allies  have  an  unparalleled  interest 
in  seeing  democracy  succeed  in  Russia.  Let  us  consider  the  alter- 
natives: Resumption  of  the  nuclear  arms  race,  perhaps  a  replay  in 
Russia  of  the  calamity  that  has  befallen  the  former  Yugoslavia,  a 
recreation  of  the  East-West  division  that  caused  the  cold  war. 

But  if,  on  the  other  hand,  Russia's  difficult  transition  to  democ- 
racy is  successful,  think  of  the  benefits.  I  think  they  are  virtually 
incalculable.  An  economically  stable  Russia  represents  a  huge  un- 
tapped market  for  American  exports  at  a  time  when  we  have  the 
largest  balance  of  payment  deficit  of  any  country  in  the  world.  We 
could  help  turn  that  around.  Russia's  cooperation  is  critical  to  solv- 
ing urgent  global  problems. 
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Most  importantly,  both  nations  can  continue  to  dismantle  their 
nuclear  arsenals  and  go  forward  with  efforts  in  domestic  nuclear 
power  to  prevent  future  Chemobyls. 

So  for  tnese  reasons,  over  the  last  18  months,  both  with  the  Bush 
administration  and  now  with  the  Clinton  administration,  I  have 
urged  and  strongly  supported  United  States  efforts  to  assist  the 
cause  of  democratic  reform  and  free  enterprise  in  the  former  Soviet 
Union. 

I  welcome  President  Clinton's  courageous  decision  to  respond  to 
the  political  and  economic  crisis  in  Russia.  I  have  offered  him  a 
number  of  suggestions,  and  I  also  have  offered  suggestions  to  you 
to  help  improve  U.S.  aid  programs. 

I  am  pleased  to  see  that  some  of  the  suggestions  I  raised  are  re- 
flected in  the  $1.6  billion  package  the  President  announced  at  the 
Vancouver  summit.  I  have  also  called  for  raising  the  fiscal  1994 
Russia  aid  request  from  $700  million  to  $1  billion,  and  concentrat- 
ing our  aid  on  those  sectors  of  the  Russian  economy  and  society 
that  are  critical  to  democratic  reform. 

Last  week  in  Tokyo,  the  administration  pledged  another  $1.8  bil- 
lion in  aid  for  Russia.  We  have  read  what  is  in  the  press;  beyond 
that,  we  do  not  know  much  about  this  new  commitment. 

But  evidently,  it  includes  one-half  billion  dollars  for  United 
States  contribution  to  a  multilateral  fund  to  support  the  privatiza- 
tion of  state  enterprises  in  Russia.  The  remaining  $1.3  billion,  ap- 
parently, would  support  high  priority  programs  such  as  environ- 
mental protection,  humanitarian  aid  and  technical  assistance. 

Ambassador,  we  have  to  explore  with  you  our  overall  Russia  aid 
strategy.  I  think  you  come  here  eminently  well-qualified  to  talk 
about  that.  You  have  a  distinguished  career  as  a  journalist,  one 
who  speaks  Russian,  one  who  spent  time,  a  great  deal  of  time, 
there. 

We  need  to  find  out  where  we  find  the  additional  $1.8  billion 
pledged  at  Tokyo,  how  we  get  through  a  foreign  aid  supplemental 
if  that  is  what  the  administration  wants. 

In  the  current  political  atmosphere  is  very  much  against  such  a 
supplemental.  I  understand  you  prefer  not  to  discuss  today  the  tim- 
ing and  content  of  any  supplemental  appropriation  request. 

I  understand  that,  but  this  hearing  is  a  chance  for  us  to  learn 
what  commitments  were  made  in  Tokyo,  what  funding  options  are 
under  consideration  within  the  administration,  and  when  we  might 
expect  to  learn  something  more  concrete  about  the  timing  and 
structure  of  a  request. 

Back  to  our  first  question,  which  is  going  to  be:  Where  is  this 
$1.8  billion  in  new  money  coming  from?  How  are  we  going  to  fulfill 
the  pledges  the  administration  made  in  Tokyo? 

The  check  has  been  signed,  but  I  want  to  know  how  we  put  the 
money  in  the  checking  account  to  pay  for  it.  I  have  always  stressed 
the  United  States  aid  program  must  be  part  of  a  larger  coordinated 
effort  by  the  West  to  help  Russia. 

But  from  press  reports,  the  United  States  is  the  only  nation  to 
pledge  much  new  aid  in  Tokyo.  Certainly,  we  are  the  only  ones  put- 
ting up  serious  grant  aid. 

The  Japanese,  apparently,  promised  more  export  credits,  as  they 
always  do,  if  they  are  used  to  buy  Japanese  products.  Britain  came 
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up  with  a  few  hundred  million  more  in  loans.  And  the  rest  of  the 
$30  billion  package  described  in  the  press  appears  to  depend  on 
massive  IMF,  World  Bank,  and  EBRD  loans. 

Now,  I  do  not  want  the  United  States  to  bear  this  burden  alone. 
I  know  you  do  not.  In  fact,  we  cannot.  So  before  I  can  support  a 
special  appropriation  to  aid  Russia,  I  need  to  know  more  about 
what  other  countries,  especially  Japan  and  the  Europeans,  would 
do. 

We  spent  billions  of  dollars  to  rebuild  Japan  and  Europe  after 
World  War  II.  For  40  years,  we  have  shouldered  the  lions  share 
of  the  cost  of  NATO.  I  do  not  think  these  countries  are  doing  their 
part  to  help  Russia. 

A  democratic,  cooperative  Russia  with  an  economy  that  would 
allow  international  trade  is  just  as  important  to  the  Japanese  and 
the  Europeans  as  it  is  to  us.  And  they  have  just  as  much  stake  in 
helping. 

It  is  sometimes  frustrating.  I  look  at  the  situation  in  the  former 
Yugoslavia  where  the  Europeans'  performance  has  been  miserable. 

Even  though  they  have  a  strong  stake  in  what  happens  there, 
they  have  done  virtually  nothing.  They  have  had  people  come  in  in 
their  planes  and  limousines  and  meet  at  round  conference  tables 
to  decry  the  situation. 

Women,  children,  and  innocent  noncombatants  are  slaughtered. 
This  is  on  their  borders.  We  have  picked  up  the  bills  ever  since 
World  War  II  in  their  defense.  And,  apparently,  they  want  us  to 
pick  up  their  responsibilities,  too. 

But  then  to  get  back  to  the  subject  at  hand,  we  need  to  know 
what  Russia  itself  is  prepared  to  do.  Will  the  Yeltsin  government 
have  the  political  will  and  ability  to  carry  out  difficult  economic 
and  political  reforms  so  our  aid  is  not  just  more  money  down  the 
drain? 

You  are  coming  to  this  subcommittee  with  a  heavy  responsibility, 
Ambassador.  There  is  no  more  important  task  in  terms  of  the  Unit- 
ed States'  security  and  world  peace.  And  I  welcome  you  here. 

Like  some  others  in  the  administration,  I  offered  you  both  my 
congratulations  and  condolences  when  you  were  appointed.  In  my 
estimation,  there  is  no  part  of  the  world  whatsoever  that  we  can 
spend  foreign  aid  dollars  where  it  is  more  directly  tied  to  American 
security  and  economic  interests  than  in  Russia. 

There  is  certainly  nothing  in  our  foreign  aid  bill  as  important  to 
our  national  security  interests  as  this.  Aiid  I  intend  to  support  and 
help  in  every  way  I  can  for  the  administration  to  get  it  through, 
but  we  are  going  to  need  a  lot  more  details  than  we  have  now. 

Senator  McConnell. 

OPENING  REMARKS  OF  SENATOR  MITCH  MC  CONNELL 

Senator  McConnell.  Thank  you,  Mr.  Chairman. 

Ambassador  Talbott,  welcome  to  the  committee.  You  have  the 
happy  assignment  of  working  on  an  area  where  there  is,  indeed,  a 
chance  for  bipartisan  cooperation  and  participation. 

We  may  differ  with  the  administration  in  a  variety  of  different 
ways  on  the  domestic  agenda,  but  I  think  there  is  a  reasonable 
chance,  if  properly  structured  and  paid  for,  that  Russian  aid  could 
proceed  on  a  bipartisan  basis. 
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And,  hopefully,  we  could  reestablish  the  kind  of  bipartisan  co- 
operation we  have  had  in  the  past  at  various  times  among,  or  be- 
tween the  two  parties  in  pursuing  a  kind  of  unified  foreign  policy 
agenda. 

I  am  somewhat  new  to  the  subcommittee  and  unaccustomed  to 
the  routine  of  foreign  aid  appropriations,  but  the  process  is  a  little 
bit  puzzling  this  year.  Here  we  are  well  along  in  the  fiscal  cal- 
endar, and  we  have  remarkably  little  hard  information  about  one 
of  the  largest  and  most  important  components  of  American  assist- 
ance abroad.  I  must  confess  I  am  troubled  by  a  nagging  feeling  that 
we  are  being  asked  to  buy  into  a  concept,  a  vision,  without  knowing 
the  concrete  details  or  the  direction  we  are  headed. 

This  is  somewhat  along  the  lines  of  what  Senator  Leahy  has  in- 
dicated. As  you  know,  Mr.  Ambassador,  I  am  generally  supportive 
of  aid  to  Russia  and  the  republics,  and,  I  do  not  want  what  I  am 
about  to  say  to  you  to  be  construed  as  being  unwilling  to  work  with 
the  administration  in  moving  this  ahead. 

There  is  no  doubt  in  my  mind  that  American  interests  are  di- 
rectly linked  to  a  successful  transition  to  democracy  and  free  mar- 
kets in  what  used  to  be  the  Soviet  Union,  but  I  think  it  is  hard 
for  the  American  public  to  make  sense  of  what  amounts  to  three 
different  budget  requests  in  3  months.  Instead  of  a  comprehensive, 
long-term  strategy,  we  are  being  blitzed  by  a  bits-and-pieces  plan. 
Let  me  put  my  concern  in  context. 

A  few  weeks  ago,  Secretary  Christopher  appeared  before  this 
subcommittee  to  review  the  foreign  aid  budget,  but  he  presented  no 
budget.  While  we  had  an  informative  discussion  about  the  Presi- 
dent's general  outlook  on  issues,  we  were  unable  to  discuss  how  our 
spending  priorities  serve  our  policy  interests.  The  budget  just  was 
not  ready. 

Today,  I  gather,  you  are  willing  to  talk  about  the  fiscal  year  1994 
request  for  $704  million  and  the  Vancouver  plan  to  redirect  $1.6 
billion,  but  you  will  not  be  able  to  provide  a  detailed  breakdown  of 
the  $1.8  billion  in  aid  just  announced  in  Tokyo. 

While  I  understand  you  have  testified  that  the  details  will  de- 
pend in  significant  measure  on  congressional  consultation,  I  find 
myself  wondering  how  you  picked  these  numbers  to  begin  with. 
Maybe  we  can  explore  that  today.  At  least  in  the  early  stages,  you 
seem  to  be  fairly  arbitrary  in  correlating  needs  and  means. 

I  am  not  sure  I  would  raise  this  concern  publicly  except  for  the 
apparent  urgency  of  the  latest  request.  If  I  thought  we  would  have 
time  to  thoroughly  assess  the  merits  of  $1.8  billion  in  new  spend- 
ing, I  would  not  be  worried.  But,  my  discussions  with  Secretary 
Wharton  indicated  that  the  administration  was  anxious  to  pass  a 
supplemental  appropriations  bill  for  Russia  and  the  republics  with- 
in a  very  short  timeframe. 

Frankly,  I  am  relieved  you  are  no  longer  pushing  for  passage 
prior  to  the  Russian  referendum,  which  would  have  been  a  record 
for  speed  around  here.  But,  I  continue  to  have  reservations  about 
rushing  this  proposal  through  Congress.  In  particular,  I  would  like 
to  pursue  why  the  $1.8  billion  announced  last  week  is  being  pre- 
sented as  a  supplemental  request  rather  than  included  in  the  budg- 
et which  was  presented  barely  2  weeks  ago. 
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Of  course,  timing  is  only  half  the  problem.  As  I  made  clear  to 
Secretary  Wharton,  I  intend  to  support  assistance  to  Russia  and 
the  republics,  but  it  must  be  paid  tor.  It  would  be  a  misguided  ef- 
fort to  help  Russia  by  hurting  us.  We  simply  cannot  afford  to  drive 
up  our  deficit  and  damage  our  economy.  We  are  glad  you  are  here 
today  and  look  forward  to  interacting  with  you. 

Thank  you,  Mr.  Chairman. 

Senator  Leahy.  Thank  you. 

Normally,  at  this  point,  we  would  just  go  forward  with  your 
statement.  Ambassador.  But  Senator  DeConcini,  who  is  cochairman 
of  the  Helsinki  Commission,  has  a  meeting  with  some  visitors.  I 
know  he  needs  to  go  to  that.  So  with  the  forbearance  of  my  col- 
leagues, I  would  yield  to  Senator  DeConcini. 

OPENING  STATEMENT  OF  DENNIS  DECONCINI 

Senator  DeConcini.  Mr.  Chairman,  thank  you  very  much. 

Ambassador  Talbott. 

And  I  appreciate,  Mr.  Chairman,  first  of  all,  your  holding  these 
hearings,  and  second,  your  letting  me  have  a  few  minutes  here. 

I  have  to  chair  the  Helsinki  Commission  meetings  on  presenting 
the  evidence  and  justification  for  war  crimes  trials  in  former  Yugo- 
slavia. 

We  are  very  interested.  Ambassador,  in  the  Clinton  administra- 
tion's proposal  to  aid  Russia  in  its  transition  to  democracy.  I  be- 
lieve we  are  on  the  threshold  of  an  historic  opportunity  to  help  fos- 
ter a  peaceful,  nonviolent  resolution  of  conflict  in  a  country  which, 
for  over  seven  decades,  considered  us  its  mortal  enemy. 

I  sincerely  hope  that  we  can  work  with  Russia  during  this  transi- 
tion period  to  cement  friendly,  cooperative  relations,  which  will  re- 
spect each  other's  national  interests. 

Having  said  that,  Mr.  Ambassador,  we  are  also  well  aware — that 
this  need  to  aid  Russia  comes  at  a  time  in  our  own  history  when 
the  United  States  is  making  a  serious  effort  to  get  its  own  economic 
house  in  order. 

There  are  very  tough  decisions  to  be  made  regarding  how  we  are 
going  to  spend  our  money.  We  have  some  specific  questions  which 
need  to  be  answered.  I  will  submit  some  questions  because  I  cannot 
stay  here  this  afternoon. 

Perhaps  you  will  cover  some  of  these  topics  in  your  testimony. 
For  instance,  what  does  this  administration  believe  is  the  proper 
balance  between  domestic  needs  and  foreign  policy  commitments  to 
ensure  our  national  security? 

It  is  very  difficult  to  ask  the  American  people  to  gamble  several 
billion  dollars  in  additional  aid  to  Russia  for  potentially  significant 
returns  when  they  are  also  being  asked  to  pay  more  in  taxes  and 
when  there  are  equally  pressing  needs  for  these  funds  on  clearly 
tangible  programs  at  home  to  aid  our  own  citizens. 

j^bassador  Talbott,  the  administration  is  seeking  Congress' 
support  to  commit  approximately  $4.5  billion  in  a  relatively  com- 
pressed timeframe  to  assist  Russia  and  its  newly  independent 
neighbors. 

The  figure  includes  $1.6  billion  in  the  Vancouver  summit  assist- 
ance package,  which  I  understand  is  really  a  repackaging  of  funds 
appropriated  by  Congress.  In  addition  there  is  $704  million  re- 
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quested  in  the  President's  proposed  budget  for  1994,  and  as  much 
as  $1.8  billion  in  yet  another  supplemental  appropriation  for  this 
fiscal  year. 

That  is  a  lot  of  money,  Ambassador,  but  what  are  the  details?  As 
we  all  understand,  that  it  is  where  the  devil  is.  How  does  the  ad- 
ministration plan  to  distribute  this  aid?  Do  you  want  a  blank  check 
from  Congress?  If  so,  this  Senator  cannot  support  it. 

As  you  are  probably  aware,  I  have  opposed  previous  aid  packages 
for  Russia.  I  was  concerned,  as  I  am  concerned  now,  that  the 
money  would  not  go  to  the  intended  recipients  and  that  it  be  given 
in  the  form  of  loans,  which  would  never  be  repaid. 

In  my  opinion,  we  ought  not  to  talk  about  loans.  We  ought  to 
talk  about  grants  and  investment  and  tell  the  American  public  up 
front.  One  of  President  Clinton's,  hallmarks  I  think,  is  that  he  has 
told  it  like  it  is. 

And  anybody  who  thinks  that  the  Russians  are  going  to  repay 
this  money  must  be  smoking  something  illegal.  I  am  greatly  con- 
cerned that  whatever  funds  we  commit  be  administered  in  an  effec- 
tive manner  and  not  be  squandered  in  an  effort  to  throw  money  at 
the  complex  problem  of  which  we  have  little  understanding. 

Russia  is  still  far  from  controlling  its  money  supply.  It  continues 
to  subsidize  bankrupt,  state-owned  industries,  which  are  the  exact 
opposite  of  functional,  free  market  enterprises. 

Unconditional  United  States  lending  to  Russia  has  already  vir- 
tually assured  several  billion  dollars  in  losses  to  taxpayers.  Rus- 
sia's arrearages  in  the  commodity  credit  corporation  is  over  $700 
million — $700  million  today,  and  growing. 

Also,  we  are  on  the  verge  of  significant  easing  export  restrictions 
on  sensitive  technology,  which  will  be  a  boon  to  Russia's  military 
establishment  and  which  are  likely  to  be  re-exported  to  dangerous 
regimes  in  the  Third  World. 

So,  Mr.  Ambassador,  I  want  to  support  the  administration  on 
this,  but  I  have  deep  reservations.  I  wish  I  could  stay  here,  but  I 
promise  you  I  will  be  glad  to  talk  to  you  and  review  the  testimony 
presented  here  today.  But,  as  far  as  this  Senator  is  concerned  this 
package  has  real  problems. 

PREPARED  STATEMENT 

And  I  thank  you  for  your  indulgence,  Mr.  Chairman.  Thank  you 
for  making  arrangements  that  I  could  make  this  statement,  seeing 
that  I  have  to  chair  a  different  hearing.  I  ask  that  my  prepared 
statement  be  included  in  the  record. 

Senator  Leahy.  Thank  you  Senator  DeConcini. 

[The  statement  follows:] 

Statement  of  Senator  DeConcini 

Mr.  Chairman,  I  want  tx)  congratulate  you  for  your  leadership  in  holding  these 
hearings  today.  We  all  are  very  interested  in  what  our  distinguished  witness  has 
to  say  today  regarding  the  Clinton  administration's  proposals  to  aid  Russia  and  its 
transition  to  democracy;  I  believe  we  are  on  the  threshold  of  an  historic  opportunity 
to  help  foster  a  peaceful,  non-violent  revolution  in  a  country  which  for  over  seven 
decades  considered  us  its  mortal  enemy.  I  sincerely  hope  that  we  can  work  with 
Russia  during  this  transition  period  to  cement  fiiendly,  cooperative  relations  which 
will  respect  each  other's  national  interests  and  promote  a  real  and  lasting  improve- 
ment in  global  peace. 
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However,  we  also  are  well  aware  that  this  need  to  aid  Russia  comes  at  a  time 
in  our  own  history  when  the  United  States  is  making  a  serious  effort  to  get  its  own 
economic  house  in  order.  There  are  very  tough  decisions  to  be  made  regarding  how 
we  are  going  to  spend  our  money.  We  have  some  specific  questions  which  need  to 
be  answered.  For  instance,  what  does  this  Administration  believe  is  the  proper  bal- 
ance between  domestic  needs  and  foreign  policy  commitments  to  ensure  our  national 
security?  It  is  very  difficult  to  ask  liie  American  people  to  gamble  several  billion  dol- 
lars in  additional  aid  to  Russia — for  potentially  significant  returns — when  they  are 
also  being  asked  to  pay  more  in  taxes  and  when  there  are  equally  pressing  needs 
for  these  funds  on  clearly  tangible  programs  at  home  to  aid  our  own  citizens. 

Mr.  Talbott,  the  Administration  is  seeking  Congress'  support  to  commit  approxi- 
mately $4.5  billion  in  a  relatively  compressed  timeframe  to  assist  Russia  and  its 
newly  independent  neighbors.  This  figure  includes  the  $1.6  billion  in  the  Vancouver 
Summit  Assistance  Package  (which  I  understand  is  really  a  re-packaging  of  the 
funds  appropriated  by  Congress  for  fiscal  year  1993),  an  additional  $704  million  re- 
quested in  the  President's  proposed  budget  for  fiscal  1994,  and  as  much  as  $1.8  bil- 
lion in  yet  another  supplemental  appropriations  for  this  fiscal  year.  That  is  a  great 
deal  of  money.  But,  what  are  the  detsols?  As  we  all  understand  it,  that  is  where 
"the  devil"  is.  How  does  the  Administrations  plan  to  distribute  this  aid?  Do  you 
want  a  blank  check  from  Congress,  or  are  we  to  provide  you  with  the  specifics? 

As  you  are  probably  aware,  I  have  opposed  previous  aid  packages  for  Russia.  I 
was  concerned  that  it  was  money  that  would  not  get  to  its  intended  recipients  and 
that  it  was  in  the  form  of  loans  which  would  never  be  repaid.  I  hoped  that  I  would 
be  proven  wrong,  but  looks  like  I  am  not  going  to  be  that  lucky. 

I  am  greatly  concerned  that  whatever  fiinds  we  commit  be  administered  in  an  ef- 
fective manner,  and  not  be  squandered  in  an  effort  to  throw  money  at  a  complex 
problem  of  which  we  have  little  understanding.  Russia  is  still  far  from  controlling 
its  money  supply.  It  continues  to  subsidize  bankrupt  state-owned  industries  which 
are  the  exact  opposite  of  functional,  free-market  enterprises.  Unconditional  U.S. 
lending  to  Russia  has  already  virtually  assured  several  billion  dollars  in  lost  tax- 
payers money.  Russia's  arrearages  to  the  Commodity  Credit  Corporation  are  over 
$700  million  and  growing.  Also,  we  are  on  the  verge  of  significantly  easing  export 
restrictions  on  sensitive  technology  which  will  be  a  boon  to  Russia's  military  estab- 
lishment, and  which  are  likely  to  be  reexported  to  dangerous  regimes  in  the  Third 
World. 

If  this  "package"  goes  forward — and  I  am  not  at  all  convinced  that  it  should  nor 
that  I  could  support  it  if  it  does — it  is  important  that  this  aid  be  administered  in 
a  manner  such  that  the  American  people  can  see  real  benefits  in  increased  economic 
opportunities  at  home  as  a  result  of  money  spent  to  assist  Russia.  If  the  American 
people  are  to  support  the  expenditure  of  funds  in  the  pursuit  of  our  long-term  na- 
tional interest,  they  must  see  some  tangible  short-term  gains  as  well.  The  American 
people  have  consistently  demonstrated  their  willingness  to  extend  a  helping  hand 
to  other  nations  and  peoples  in  need.  We  owe  it  to  our  own  citizens  to  insure  that 
we  do  not  squander  their  assets.  Without  the  long-term  support  of  our  own  citizens, 
we  will  not  be  able  to  sustain  this  effort  to  improve  our  long-term  security. 

I  am  skeptical,  but  I  look  forward  to  working  on  this  package  with  the  Adminis- 
tration and  this  subcommittee. 

OPENING  REMARKS  OF  SENATOR  CONNIE  MACK 

Senator  Leahy.  Senator  Mack. 
Sentor  Mack.  Mr.  Chairman,  thank  you. 

I  am  interested  in  the  testimony.  So  I  will  forego  any  opening 
statement  at  this  point. 

PREPARED  STATEMENTS  OF  SENATOR  D'AMATO  AND  SENATOR  DORGAN 

Senator  Leahy.  You  are  fast  becoming  our  favorite  member  of 
this  committee.  At  this  point  I  ask  unanimous  consent  to  place  in 
the  record  several  statements  by  other  members  who  could  not  be 
here  today. 

[The  statements  follows:] 
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Statement  of  Senator  D'Amato 

I  would  like  to  thank  Ambassador  Talbott  for  meeting  with  us  today.  The  United 
States  is  about  to  embark  on  a  massive  aid  program  for  the  former  Soviet  Union. 
We  are  investing  in  democracy — ^hopefiilly  forestalling  a  backlash  to  President 
Yeltsin. 

As  some  of  my  colleagues  have  emressed  before,  aid  to  the  former  Soviet  Union, 
while  important,  must  be  paid  for.  We  cannot  afford  to  help  the  Russians  and  hurt 
ourselves.  The  aid  must  be  paid  for  and  not  simply  added  to  the  budget  deficit. 

While  it  is  important  that  Democracy  be  saved  in  Russia,  it  is  also  important  that 
this  aid  be  administered  to  the  correct  sources.  It  must  reach  the  people — not  the 
former  Communist  bureaucrats  who  will  then  pad  their  Swiss  bank  accounts. 

I  would  also  like  to  state,  as  my  colleague,  Senator  Specter  has  done  in  the  past, 
that  there  must  be  some  notion  oi  collateralization  when  it  concerns  U.S.  loans  and 
credits  to  the  former  Soviet  Union.  Collateralization  will  add  a  feature  of  security 
for  the  American  taxpayers,  I  know  for  example,  that  Russia  has  great  amounts  of 
aluminum  and  has  been  dumping  aluminum  on  the  world  market,  thus  depressing 
the  price.  I  would  urge  that  you  work  to  achieve  some  collateralization  for  all  the 
grants  and  credits  that  we  are  giving  them. 


Statement  of  Senator  Dorgan 

Mr.  Chairman,  as  you  review  the  proposals  to  send  various  forms  of  assistance 
to  the  former  Soviet  Republics,  I  just  want  to  underscore  the  need  for  us  to  become 
more  flexible  and  inventive  in  our  trade  with  that  region.  Especially,  I  want  to  point 
out  the  potential  for  much  more  bartering  with  those  nations. 

The  requests  we  have  received  for  assistance  to  Russia  and  its  neighboring  repub- 
lics present  a  great  challenge  to  the  Congress  in  discerning  the  most  critical  needs 
of  those  nations,  and  deciding  how  much  we  can  afford  to  spend.  Certainly,  it  has 
been  often  stated  that  we  cannot  afford  not  to  help  those  nations,  and  I  generally 
have  to  agree  with  that  way  of  thinking. 

However,  we  are  now  struggling  in  the  Senate  to  gain  approval  of  $12  billion  in 
sharply  targeted  dollars  to  spark  new  growth  in  our  own  economy  and  create  jobs, 
so  it  seems  to  me  that  we  must  be  very  careful  and  selective  in  acting  on  proposals 
to  send  bilUons  of  dollars  to  assist  the  former  Soviet  Republics. 

I  expect  that,  in  your  consideration  of  the  Russian  assistance  requests,  which  now 
total  $4.5  biUion,  you  will  look  carefully  at  how  much  of  the  total  assistance  to  that 
region  is  to  be  provided  by  the  other  developed  nations  of  the  world,  and  insist  that 
other  nations  ao  their  fair  share.  I  also  hope  that  you  will  try  to  ensure  that  as 
much  of  the  assistance  as  possible  will  be  cnannelea  directly  to  help  the  people  in 
that  region  to  launch  small  business  enterprises,  and  that  funds  will  not  be  squan- 
dered in  the  channels  of  a  crumbling  bureaucracy. 

The  economic  crisis  in  that  part  of  the  world  also  presents  us  a  new  opportunity 
to  "reinvent"  ways  to  use  barter  as  a  means  of  exchanging  commodities  between  the 
U.S.  and  that  region  of  the  world.  Russia  and  its  neighbors  may  need  our  financial 
aid,  but  they  also  very  much  need  to  trade  with  the  world  if  they  are  going  to  re- 
build their  economies.  I  believe  we  have  to  be  much  more  aggressive  and  flexible 
in  the  trade  arena. 

I  think  Americans  ought  to  be  a  little  embarrassed  about  our  failure  of  "Yankee 
ingenuity"  in  our  nonuse  of  barter  in  world  trade.  While  many  nations  continue  to 
bfiirter  basic  materials  and  commodities,  the  United  States  has  avoided  that  basic 
method  of  trade,  and,  in  so  doing,  I  believe  we  have  passed  up  a  lot  of  trade  over 
the  years. 

So,  I  have  been  very  pleased  to  see  that,  in  recent  months,  we  have  had  a  flurry 
of  barter  transactions  with  former  Soviet  Republics.  These  barter  exchanges  have 
resulted  largely  because  Russia  started  defaulting  on  debt  payments  late  last  year 
and  became  ineUgible  for  further  credit.  In  the  recent  exchanges,  our  U.S.  Depart- 
ment of  Agriculture  has  used  the  Export  Enhancement  Program  to  assist  in  about 
40  exchanges  of  American  wheat  and  oarley  for  cotton  from  Uzbekistan,  and,  in  fur- 
ther exchanges,  fuel  and  oil  from  Russia. 

So  far,  Russia  has  used  this  "third-party  EEP  barter"  to  move  58.7  million  bushels 
of  wheat  to  Uzbekistan  and  Russia  (in  perspectives  that  is  about  a  fourth  of  North 
Dakota's  total  wheat  production).  In  these  exchanges,  European  traders  find  avail- 
able commodities  or  minerals  in  the  former  Soviet  republics,  and  then  work  a  trade. 
The  European  trader  takes  title  to  the  Russian  commodity,  and  takes  title  to  the 
U.S.  grain.  The  grain  is  physically  moved  to  the  designated  place  in  the  Soviet  re- 
pubUcs,  and  the  Russian  products  are  moved  to  Europe,  where  the  U.S.  grain  ex- 
porter can  either  take  possession  or  sell  them  for  cash. 
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This  kind  of  exchange  may  be  a  necessity  for  some  time  to  come.  So  far,  banking 
and  government  ofBcials,  meeting  as  what  we  call  the  'Taris  Club,"  have  begun  to 
work  out  arrangements  for  Russia  to  regain  its  credit  standing  in  the  world.  In  fact, 
two  weeks  ago  the  Paris  Club  gave  general  approval  for  a  plan  to  reschedule  $15 
billion  of  Russia's  1993  loan  payments.  But,  we  just  don't  know  how  well  Russia  will 
be  able  to  meet  its  payment  obligations  in  the  years  ahead,  and,  as  of  Monday,  Rus- 
sia was  $741  million  in  arrears  on  debt  payments. 

I  made  repeated  attempts  during  my  years  in  the  House  of  Representatives  to  get 
USDA  to  pursue  the  barter  of  American  farm  products.  In  1985,  for  example,  I  was 
able  to  put  into  law  a  requirement  that  USDA  pursue  some  govemment-to-govern- 
ment  barter  of  American  commodities  on  an  experimental  basis.  The  Reagan  admin- 
istration simply  refused  to  implement  that  pilot  effort. 

About  a  year  ago,  I  once  again  wrote  to  Secretary  Madigan  about  bartering  our 
food  commodities.  We  were  all  watching  the  dissolution  of  the  former  Soviet  Union, 
and  could  see  a  lot  of  economic  instability  would  follow  as  those  nations  try  to  con- 
vert to  market  economies.  I  asked  the  secretary  specifically  to  look  at  ways  of  using 
the  Export  Enhancement  Program  (EEP)  to  facilitate  barter  with  Russia  and  the 
oiher  former  Soviet  republics.  Those  nations  have  such  critical  short-term  needs  for 
food,  but  they  are  very  short  of  cash  and  they  have  other  severe  economic  problems 
that  make  cash  purchases  difficult. 

Mr.  Madigan  offered  little  hope  for  such  use  of  EEP.  Then,  in  September,  he  an- 
nounced that,  indeed,  the  department  would  begin  to  allow  EEP  bonuses  for  certain 
third-party  barter  transactions.  The  demand  for  barter  already  existed,  and  that  is 
why  we  have  already  shipped  59  million  bushels  of  grain  under  those  EEP  barter 
arrangements. 

We  must  expect  many  years  of  hard  economic  times  in  Russia  and  the  former  So- 
viet RepubUcs  as  newly-formed  nations  seek  political  and  economic  stability  and  try 
to  form  market  economies.  For  a  long  time,  we  will  have  customers  in  that  part  of 
the  world  who  often  are  short  of  cash,  but  have  other  things  to  trade.  If  we  are 
going  to  trade  with  that  part  of  the  world,  we  have  to  be  inventive  and  flexible  in 
our  trade  transactions. 

Finally,  here  are  some  examples  of  the  ways  we  might  trade  with  that  region:  Di- 
rect barter,  or  third-party  bartering  such  as  USDA  is  now  starting  to  do;  exchanging 
debt  in  return  for  the  dismantling  of  nuclear  weapons  or  other  weapons  facilities; 
or  agreements  in  which  U.S.  companies  would  receive  ownership,  or  part  ownership, 
of  businesses  or  industries  in  the  former  Soviet  Union,  and  the  U.S.  companies 
would,  in  tiim,  take  on  a  certain  amount  of  the  former  Soviet  Union  debt. 

OPENING  STATEMENT  OF  AMBASSADOR  TALBOTT 

Senator  Leahy.  Gk)  ahead,  Mr.  Ambassador. 

Ambassador  Talbott.  Mr.  Chairman,  thanks  to  you  and  to  your 
colleagues  for  your  opening  statements. 

Let  me  say  one  thing  to  you  personally,  Mr.  Chairman.  And  that 
is:  You  have  not  only  offered  congratulations  and  condolences,  but 
also  very  concrete  advice.  And  you  indicated  that  you  have  noticed 
that  some  of  your  advice  has,  indeed,  been  taken. 

Specifically,  I  am  thinking  of  the  way  in  which  President  Clinton 
proposed  to  use  the  Food  for  Progress  Program  in  the  Vancouver 
package.  And  I  think  that  is  symbolic  of  the  process  that  I  hope  I 
am  part  of  in  being  here  before  you  today. 

And  that  is  that  we  are  working  as  closely  as  possible  with  you 
and  your  colleagues  to  develop  both  the  concept  and  the  details  of 
this  policy  as  it  goes  forward. 

Now,  all  of  you  gentlemen  have  basically  asked  me  one  question, 
which  is:  Why  so  much,  and  why  now?  And  the  short  answer  on 
which  I  will  elaborate — ^but  I  assure  you  I  have  shortened  my  pre- 
pared statement  in  order  to  leave  maximum  time  for  discussion,  be- 
cause I  am  sure  you  will  want  to  get  into  this  much  more  deeply 
than  I  can  in  my  prepared  statement. 
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The  short  answer  is  because  of  the  magnitude  and  the  urgency 
of  the  events  that  are  unfolding  in  the  former  Soviet  Union  today. 
There  is,  quite  simply,  a  historic  story  underway  in  Eurasia. 

It  pits  those  who  brought  down  the  Soviet  Communist  system 
against  those  would  like  to  preserve  its  vestiges,  if  not  restore  its 
essence.  It  pits  those  who  are  determined  to  build  a  proud  and  suc- 
cessful future  against  those  who  would  like  to  cling  to  a  cruel  and 
shameful  past. 

In  short,  it  pits  reform  against  reaction.  And  that  struggle  is 
going  to  go  on  for  decades.  And  as  you  have  all  acknowledged,  we 
have  a  huge  stake  in  its  outcome. 

Yet,  while  taking  the  long  view,  this  administration  has  had  no 
choice  but  to  act  very,  very  quickly,  because  the  beginning  of  the 
Clinton  Presidency  has  coincided  with  the  most  serious  crisis  in 
Russia  politics  since  the  collapse  of  the  U.S.S.R. 

Four  days  from  now,  on  April  25,  Mr.  Yeltsin  faces  a  referendum 
in  which  he  will  go  over  the  heads  of  his  opponents  in  the  Par- 
liament and  put  his  leadership  to  a  popular  test. 

Now,  one  reason  that  President  Yeltsin  is  embattled  today,  one 
reason  that  the  conservatives  are  in  the  ascendent  in  Russia  is  that 
a  great  Russian  identify  reform  with  hardship;  that  is,  with  sky- 
rocketing prices,  falling  living  standards,  and  deteriorating  social 
order. 

Unless  President  Yeltsin's  reformist  government  is  able  to  build 
a  broader  constituency  for  its  policies  in  the  months  to  come,  those 
policies  and  that  government  will  continue  to  be  embattled. 

Thus,  our  administration  has  had  to  move  boldly,  in  a  way  that 
reflects  our  sense  of  urgency,  yet  demonstrates  our  commitment  to 
the  long  haul.  We  must  do  what  we  can  from  the  outside  to  make 
the  benefits  of  reform  more  visible  and  tangible  to  the  people  on 
the  inside;  that  is,  to  average  Russians. 

At  the  same  time,  we  must  find  targets  for  support  that  rep- 
resent trends  that  we  hope  will  become  irreversible,  so  that  we  end 
up  supporting,  not  just  one  leader  and  not  just  one  leadership,  but 
an  ongoing  process  that  can  survive  the  buffeting  of  political  and 
economic  setbacks. 

In  other  words,  we  need  to  try  to  develop  a  policy  that  has  both 
near-term  impact  and  long-term  sta5dng  power.  We  believe  that 
these  objectives  are  entirely  compatible.  Moreover,  we  believe  that 
they  are  evident  in  the  four  steps  that  the  administration  has  al- 
ready taken  in  support  of  reform:  First,  the  $1.6  billion  initiative 
that  President  Clinton  unveiled  in  Vancouver  on  April  4;  second, 
the  $28.4  billion  package  of  multilateral  measures,  to  which  the 
Group  of  Seven  [GI-7],  led  by  the  United  States,  committed  itself 
last  week;  third,  the  additional  $1.8  billion  in  bilateral  and  multi- 
lateral programs  that  the  administration  also  announced  in  Tokyo; 
and  finally,  the  $704  million  Freedom  Support  Act  component  of 
the  fiscal  year  1994  budget. 

Let  me  say  a  bit  about  each  of  those.  The  President's  Vancouver 
package  is  intended  to  meet  the  key  needs  that  the  Russian  re- 
formers themselves  have  identified  as  crucial  to  their  success. 

Just  to  take  one  example:  In  Vancouver,  President  Yeltsin  sin- 
gled out  housing  for  returning  and  demobilized  military  officers  as 
a  top  priority.  It  is  in  our  interest  as  well  as  his  to  see  the  contin- 
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ued  withdrawal  of  those  troops  from  neighboring  countries,  espe- 
cially the  Baltic  States. 

Then  10  days,  after  the  Vancouver  summit.  Secretary  of  State 
Christopher  and  Secretary  of  the  Treasury  Bentsen  traveled  to 
Tokyo  for  a  meeting  of  the  G-7.  I  would  submit  to  you  that  that 
meeting  was  a  triumph  of  burden  sharing. 

It  resulted  in  a  commitment  on  behalf  of  the  G-7  to  help  Russia 
restructure  key  sectors  of  its  economy,  divest  itself  of  inefficient 
state  enterprises,  finance  critical  imports  and  stabilize  its  currency. 

The  Tokyo  meeting  demonstrated  two  vital  themes  in  this  admin- 
istration's policy:  First,  that  we,  the  United  States,  are  in  partner- 
ship with  our  fellow  industrial  democracies:  and  second,  we,  the  in- 
dustrial democracies,  are  in  partnership  with  the  Russian  reform- 
ers, who  are  trying  to  transform  their  country  into  an  industrial 
democracy  in  its  own  right.  This  means  setting  standards  for  Rus- 
sian performance  that  the  Russians  themselves  can  reasonably 
meet. 

The  Russian  economy,  which  has  been  flat  on  its  back  for  so  long, 
must  learn  to  walk  before  it  can  run.  Each  incremental  step  that 
they  take  must  be  matched  by  prompt,  demonstrable  benefits  to 
the  Russian  economy,  which  means  to  the  Russian  people. 

In  Tokyo,  we  did  more  than  just  improve  on  the  multilateral  ef- 
forts of  the  past.  We  also  put  forward  several  genuinely  new  ideas. 
One  was  an  American  proposal  for  the  G— 7  to  create  a  special  pri- 
vatization and  restructuring  fund. 

This  fund,  which,  by  the  way,  the  Russian  reformers  heartily  en- 
dorse, would  help  ease  the  economic  and  social  consequences  of 
privatizing  some  of  the  more  than  20,000  medium-  and  large-scale 
enterprises  that  are  currently  owned  and  run  very  inefficiently  by 
the  state. 

The  United  States  has  told  the  G-7  that  the  administration 
would  seek  from  Congress  $500  million  for  the  privatization  fund 
as  a  challenge  grant  to  be  matched  by  some  $1.5  billion  in  con- 
tributions from  other  countries. 

Here,  again,  Mr.  Chairman,  please  note  one  of  the  central  ele- 
ments of  our  policy.  The  United  States  is  not  only  demonstrating 
leadership;  it  is  using  its  leadership  to  leverage  significantly  more 
money  from  the  international  community. 

Now,  Mr.  Chairman,  let  me  say  a  bit  about  the  new  package  of 
United  States-Russian  bilateral  initiatives  that  President  Clinton 
announced  simultaneously  with  the  G— 7  meeting. 

You  will  recall  that  at  Vancouver,  the  President  indicated  his  in- 
tention to  go  beyond  the  $1.6  billion  program  that  he  announced 
there.  He  would,  he  said,  seek  additional  support  for  certain  high 
priority  areas,  taking  into  account  what  he  had  heard  personally 
fi-om  Mr.  Yeltsin  during  that  meeting. 

Therefore,  after  hearing  from  Mr.  Yeltsin  how  crucial  the  issue 
of  officer  housing  is — and  by  that,  I  mean,  crucial  politically,  as 
well  as  economically — President  Clinton  has  decided  to  expand  that 
program  so  that  the  United  States  can  finance  the  construction  of 
several  thousand  units  for  returning  and  demobilized  officers. 

The  second  U.S.  bilateral  package  announced  in  Tokyo  will  also 
strengthen  programs  in  other  high-priority  areas,  such  as  energy 
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and  nuclear  reactor  safety.  We  will  expand  efforts  to  increase  dra- 
matically the  number  of  people-to-people  exchanges. 

On  this  last  point,  it  is  our  feeling  that  if  thousands  of  students, 
teachers,  and  budding  entrepreneurs  are  given  the  chance  to  study 
and  train  in  this  country,  they  would  take  back  home  with  them, 
not  just  facts  and  know-how,  but  a  view  of  a  successful  democracy 
in  a  free  market  based  on  real  experience,  which  they  could  then 
translate  into  the  experience  of  their  own  country. 

To  broaden  bilateral  trade  and  investment,  the  administration 
also  intends  to  provide  additional  credits  and  guarantees  through 
the  Eximbank  and  the  Overseas  Private  Investment  Corporation. 
And  these  directly  support  American  companies  and  American  ex- 
ports. 

My  point  here,  Mr.  Chairman,  is  that  in  these  areas,  the  benefits 
are  mutual.  We  are  not  just  giving  things  away.  We  are  getting 
something  back  in  return. 

Now,  Mr.  Chairman,  in  this  broad-brush  review  of  the  second 
U.S.  bilateral  package,  I  realize  that  a  number  of  the  questions  you 
have  anticipated  for  me  I  have  not  answered  and  will  not  be  in  a 
position  to  answer. 

I  purposely  did  not  attach  specific  dollar  figures  to  the  various 
programs.  That  is  because  we  nope,  over  the  next  weeks,  to  have 
consultations  with  members  of  tnis  committee  and  others  as  we 
make  final  decisions  on  the  magnitude  of  the  various  components 
of  the  additional  request  and  on  the  most  appropriate  funding 
mechanisms. 

Before  making  myself  available  to  vour  questions,  Mr.  Chairman, 
let  me  make  a  final  point.  Much  of  what  the  administration  has 
done  so  far  and  much  of  what  I  have  said  here  in  these  remarks 
this  afternoon  has  been  focused  on  Russia. 

I  would  contend  that  that  is  appropriate,  given  the  sheer  size  of 
that  country  as  well  as  the  magnitude  of  the  problems  that  it  poses 
and  the  magnitude  of  the  opportunities  it  represents. 

However,  this  administration's  efforts  will  be  directed  at  reform 
in  all  of  the  New  Independent  States.  A  significant  share  of  the 
grants  and  credits  announced  in  Vancouver  and  Tokyo  will  be  di- 
rected toward  the  other  countries  that  have  emerged  from  the 
former  Soviet  Union. 

Once  again,  Mr.  Chairman,  please  note  the  recurrence  of  a  basic 
element  of  our  policy.  The  target  of  our  efforts  is  a  process  that  is 
underway  throughout  Eurasia  in  many  places,  in  many  forms,  at 
many  levels. 

As  you  and  your  colleagues  examine  the  specifics  of  our  policy 
and,  indeed,  as  you  help  us  shape  them,  I  think  you  will  see  that 
our  policy  reflects  our  determination  to  support  reformers  wherever 
they  are  to  be  found,  whether  in  capitals  like  Moscow,  Kiev,  or 
Bisnkek,  or  in  the  farthest  reaches  of  those  countries,  large  and 
small,  whether  in  the  Kremlin  or  the  Parliaments  or  the  regional 
governments  and  municipalities,  right  down  to  the  grassroots. 

We  have  concentrated  to  the  greatest  extent  possible  on  the  non- 
governmental sector.  And  in  that  connection,  since  we  are  doing  ev- 
erything we  can  to  nurture  the  growth  of  private  sectors  in  the 
New  Independent  States,  it  is  natural  that  we  should  enlist  Amer- 
ican private  sectors  as  well. 
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That,  too,  is  a  common  denominator  of  the  initiatives  that  we 
have  put  forward.  We  have  looked  for  and  found  many  opportuni- 
ties to  advance  our  own  economic  interests  simultaneously  with 
Russia's. 

That  is,  perhaps,  the  overall  theme  of  the  program  that  we  are 
asking  you  to  support,  Mr.  Chairman.  And  it  is  reflected  in  our 
choice  of  words. 

As  my  colleagues  from  the  administration  come  before  you  in  the 
weeks  and  months  to  come,  you  will  hear  us  speak  about  United 
States-Russian  economic  engagement  and  partnership  and  coopera- 
tion, instead  of  assistance  and  aid. 

You  will  hear  us  speak  about  building  a  strategic  partnership 
with  Russian  reform.  In  that  terminology,  we  are  not  resorting  to 
euphemisms.  Rather,  we  are  expressing  what  we  believe  to  be  a 
fundamental  aspect  of  our  policy. 

All  of  the  programs  that  I  have  outlined  for  you  today  are  in- 
tended to  benefit  both  Russia's  people,  the  other  New  Independent 
States,  and  our  own  people  as  well.  In  economic,  as  well  as  political 
terms,  we  see  our  policy  as  a  long-term  investment  in  the  future 
that  we,  Russia,  and  the  other  New  Independent  States  have  in 
common. 

PREPARED  STATEMENT 

We  believe  that  only  a  policy  which  has  that  feature  of  mutual 
benefit  can  be  effective  and  sustained,  and  only  such  a  policy  de- 
serves the  support  of  the  Congress  and  the  American  people. 

I  thank  you  for  your  attention.  And  I  will  try  to  be  as  responsive 
as  I  can  to  the  questions  that  you  have  and  the  advice  that  you 
have  to  offer. 

Senator  Leahy.  Thank  you  very  much,  Mr.  Ambassador. 

[The  statement  follows:] 

Statement  of  Ambassador  Talbott 

Mr.  Chairman  and  distinguished  members  of  the  Committee,  thank  you  for  the 
opportunity  to  begin  a  dialogue  on  the  President's  policy  toward  Russia  and  the 
other  New  Independent  States. 

Before  discussing  the  specifics  of  that  policy,  I  want  to  take  a  moment  to  com- 
pliment Chairman  Leahy  for  his  consistent  leadership  in  support  of  Russia  and  the 
other  NIS.  He  was  one  of  the  first  to  speak  out  in  favor  of  assisting  these  nations, 
and  more  recently,  he  called  on  the  President  to  take  bold  action  to  help  secure  the 
forces  of  democracy  in  Russia.  It  is  clear  the  President  listened.  His  suggestion  that 
we  utilize  the  Food  for  Progress  program  to  help  Russia  was  part  of  the  Vancouver 
package. 

The  task  of  your  Subcommittee,  Mr.  Chairman,  is  to  draft;  legislation,  just  as  the 
task  of  our  Administration  is  to  craft  policy.  But  on  the  issue  before  us  in  this  hear- 
ing, what  we  are  really  doing — what  we  are  doing  together — is  nothing  less  than 
helping  to  shape  history. 

There  have  been  three  great  struggles  in  this  centiiry.  The  first  was  World  War 
I,  a  conflagration  that  ignited  the  Russian  Revolution  of  1917;  the  second  was  the 
world  war  against  fascism  and  imperialism  of  1939-1945;  the  third  was  the  cold  war 
against  Soviet  communism  and  expansionism. 

Now  a  fourth  great  struggle  is  underway  in  Eurasia.  It  pits  those  who  brought 
down  the  Soviet  communist  system  against  those  who  would  like  to  preserve  its 
vestiges  if  not  restore  its  essence.  It  pite  those  who  are  determined  to  build  a  proud 
future  against  those  who  are  clinging  to  a  cruel  and  shameful  past.  In  short,  it  pits 
reform  against  reaction. 

We  have  a  stake  in  the  outcome  of  that  struggle.  Until  now,  many  American's 
have  been  led  to  see  our  stake  primarily  in  terms  of  what  we  do  want  to  happen: 
We  do  not  want  economic  distress  and  political  turmoil  to  trigger  a  civil  w£ir  that 
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could  rage  across  eleven  time  zones;  we  do  not  want  a  nuclear  Yugoslavia  in  the 
heart  of  Eurasia;  nor  do  we  want  to  see  the  rise  of  a  new  dictatorship  that  represses 
its  people,  threatens  its  neighbors,  and  requires  the  United  States  and  its  allies  to 
retilm  to  a  Cold  War  footing. 

Mr.  Chairman,  while  those  concerns  are  entirely  valid,  I  believe  we  need  to  think 
of  oiu*  obiectives  in  much  more  positive  terms:  An  investment  now  in  the  heroic  ef- 
fort of  these  new  democracies  to  restructure  their  economies  will  pay  dividends 
down  the  road.  A  Russia,  a  Ukraine,  a  Kazakhstan  fully  integrated  into  the  inter- 
national economy  will  be  a  reliable  source  for  raw  materials  and  manufactured  prod- 
ucts, a  reliable  market  for  American  goods  and  services,  and  a  reliable  partner  in 
diplomacy  and  in  dealing  with  global  threats  to  human  welfare  and  the  environ- 
ment. 

In  other  words,  Mr.  Chairman,  our  policy  should  not  be  only  to  prevent  the  worst 
that  can  happen,  but  should  focus  on  nurturing  the  best.  Russia  is  undergoing  a 
transformation  in  its  very  nature  as  a  state.  We,  therefore,  should  undertake  a  cor- 
responding transformation  in  the  role  we  play.  Having  successfully  led  an  inter- 
national coalition  against  the  Soviet  Union  for  nearly  half  a  century,  we  must  now 
lead  a  strategic  alliance  with  post-Soviet  reform. 

A  strategic  alliance  implies  a  policy  intended  to  serve  us,  and  our  allies,  for  a  long 
time.  And  so  ours  must. 

Yet  while  taking  the  long  view,  our  Administration  has  also  had  to  act  quickly. 
The  beginning  of  this  Administration  has  coincided  with  a  crisis  in  Russian  politics. 
Exactly  one  month  after  President  Clinton's  inauguration  here  in  Washington, 
President  Yeltsin  threw  down  the  gauntlet  in  Moscow  before  a  parliament  that  is 
dominated  by  reactionaries. 

Four  days  from  now,  on  April  25,  Mr.  Yeltsin  faces  a  referendum  in  which  the 
Russian  people  will  express  their  views  on  his  leadership,  on  his  economic  policies 
and  on  whetiier  there  should  be  new  presidential  and  parliamentary  elections. 

We  all  hope  that  the  referendum  will  strengthen  the  reformers'  ability  to  pursue 
their  course.  We  want  the  Russian  people  to  understand  that  the  world  stands  with 
them  as  they  make  the  transition  from  communism  to  democracy  and  free  markets. 

But  we  recognize  that  April  25  may  not  be  conclusive,  either  for  better  or  for 
worse.  And  the  referendum  alone  is  unlikely  to  end  the  struggle  between  competing 
interests  and  conflicting  visions. 

Both  on  April  25  and  in  the  months,  and  years,  that  follow,  the  showdown  be- 
tween the  reformers  and  the  reactionaries  wul  be  waged  largely  over  the  issue  of 
which  camp  represents  the  interests  of  the  Russian  people.  One  of  the  main  reasons 
that  Presiaent  Yeltsin  is  embattled  today  is  that  too  many  Russians  identify  reform 
with  hardship — with  skyrocketing  prices,  falUng  living  standards,  and  deteriorating 
social  order. 

Unless  the  reformist  government  is  able  to  build  a  broader  and  more  active  con- 
stituency for  its  policies  in  the  months  to  come,  those  policies — and  that  govern- 
ment— will  be  in  jeopardy. 

Thus,  the  Administration  h£is  had  to  move  boldly,  in  a  way  that  reflects  our  sense 
of  urgency  yet  demonstrates  our  commitment  to  the  long  haul.  In  what  we  have 
done  already,  and  in  what  we  are  asking  you  to  do  now,  as  you  go  about  drafting 
foreign-aid  legislation  in  the  weeks  ahead,  the  United  States  must  advance  two  ob- 
jectives: 

First,  we  must  do  what  we  can  from  the  outside  to  make  the  benefits  of  reform 
visible  and  tangible  to  the  people  on  the  inside — ^that  is,  average  Russians — and  to 
do  so  as  soon  as  possible. 

Second,  we  must  find  targets  for  support  that  will  last,  that  represent  trends  we 
hope  will  become  irreversible,  so  that  we  are  supporting  an  on-going  process  that 
can  survive  the  buffeting  of  political  and  economic  setbacks. 

While  the  first  of  these  objectives  is  short-term  and  the  second  is  long-term,  they 
are,  we  beUeve,  entirely  compatible.  Indeed,  they  are  mutually  reinforcing. 

We  believe  that  both  obiectives  are  evident  in  the  four  steps  the  Administration 
has  taken  in  support  of  reform:  the  $1.6  billion  initiative  that  President  Clinton  un- 
veiled in  Vancouver  on  April  4;  the  $28.4  billion  package  of  multilateral  measures 
to  which  the  G-7,  led  by  the  United  States,  committed  itself  last  week;  the  addi- 
tional $1.3  billion  in  bilateral  programs  that  the  Administration  announced  at  the 
same  time;  and,  finally,  the  $704  million  Freedom  Support  Act  component  of  the  fis- 
cal year  1994  budget. 

Let  me  say  a  bit  about  each. 

At  the  conclusion  of  the  Vancouver  summit  two  weeks  ago  yesterday,  the  Presi- 
dent announced  a  plan  for  accelerating,  intensifying  and  redirecting  existing  pro- 
grams so  that  their  benefits  will  be  apparent  to  the  Russian  people  this  year.  More- 
over, the  Vancouver  package  is  intended  to  meet  the  key  needs  that  the  Russian 
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reformers  themselves  have  identified:  in  the  areas  of  energy  and  environment,  hous- 
ing, exchanges,  private-sector  development,  and  trade  and  investment  activities. 

The  Vancouver  package  also  included  $700  million  in  concessional  loans  for  food 
sales,  which  permit  a  resumption  of  U.S.  food  exports  to  Russia. 

It  has  been  President  Clinton's  determination  fi"om  the  outset  to  use  U.S.-Russian 
bilateral  cooperation  as  a  catalyst  to  multilateral  support  for  Russian  reform. 

In  that  spirit,  ten  davs  after  the  Vancouver  summit.  Secretary  of  State  Chris- 
topher and  Secretary  of  the  Treasury  Bentsen  traveled  to  Tokyo  for  a  meeting  of 
the  Group  of  Seven.  The  Tokyo  meeting  delivered  a  clear  message  of  support  for 
Yeltsin  and  the  reform  movement.  That  support  took  the  form  of  a  commitment  on 
behalf  of  the  G-7  to  help  Russia  restructure  key  sectors  of  its  economy,  divest  itself 
of  inefScient  state  enterprises,  finance  critical  imports  and  stabilize  its  currency. 

Significantly,  the  Tokyo  meeting  was  the  first  joint  meeting  of  finance  and  foreign 
ministers  in  the  history  of  the  G-7.  It  was  intended  to  underscore  the  connection 
between  politics  and  economics  in  Russia:  market  reform  is  likely  to  succeed  only 
in  a  pluralistic  society  governed  by  the  rule  of  law;  democracy  is  more  likely  to 
thrive  in  a  vibrant  economy. 

Tokyo  also  demonstrated  two  vital  themes  in  this  Administration's  policy:  first, 
that  we,  the  United  States,  are  in  partnership  with  our  fellow  industrial  democ- 
racies; second,  that  we,  the  industrial  democracies,  are  in  partnership  with  the  Rus- 
sian reformers  who  are  trying  to  transform  their  country  into  an  industrial  democ- 
racy in  its  own  right.  Just  as  the  contents  of  the  Vancouver  package  reflected  the 
discussions  between  Presidents  Clinton  and  Yeltsin,  so  the  contents  of  the  Tokyo 
package  reflected  what  Foreign  Minister  Kozyrev  and  Deputy  Prime  Minister 
Federov  told  Secretaries  Christopher  and  Bentsen  and  their  assembled  G-7  col- 
leagues: namelv,  that  Russia  needs  Western  help  to  maintain  the  pace  of  reform. 

Minister  Federov  and  his  colleagues  were  actively  involved  in  the  discussions 
leading  up  to  Tokyo.  They  helped  shape  a  number  of  the  elements  of  the  multilat- 
eral package.  Their  involvement  focused  the  G-7  effort  on  developing  a  realistic  set 
of  short-  and  medium-term  objectives  for  reform.  Ministers  Federov  and  Kozyrev 
participated  fully  in  the  second  day  of  the  G-meetings.  The  G-7,  in  turn,  made  clear 
to  the  Ministers  that  it  is  up  to  the  Russians  themselves  to  control  inflation  before 
our  support  can  be  effectively  used. 

The  Tokyo  G-7  package  includes  approximately  $4  billion  in  fast-disbursing  funds 
from  the  International  Monetary  Fund  and  World  Bank.  These  are  targeted  at  the 
primary  objectives  of  reigning  in  the  credit  policies  of  the  Russian  Central  Bank  and 
providing  critical  importe  to  slow  the  economic  contraction.  Disbursements  could  be 
made  in  a  matter  of  weeks.  They  would  allow  the  Russian  government  to  undertake 
some  politically  tough  measures  necessary  to  stabilize  the  economy. 

These  initial  steps  would,  we  hope,  jdeld  substantial  progress  in  the  campaign 
against  inflation.  Tne  government  could  then  translate  success  on  that  critical  fi-ont 
into  a  more  comprehensive  economic  stabilization  program.  The  G-7  has  agreed  to 
support  $10  billion  over  the  coming  year  for  this  endeavor.  This  includes  $4  billion 
for  a  new  IMF  standby  program  and  a  renewed  commitment  to  a  $6  billion  currency 
stabilization  program. 

Unlike  last  year's  G-7  program  to  support  Russian  reform,  this  year's  program 
sets  what  we  believe  to  be  realistic  standards  for  Russian  performance.  The  Russian 
economy  must  walk  before  it  can  run.  Each  incremental  step  must  be  matched  by 
prompt,  demonstrable  benefits  to  the  Russian  economy — and  to  the  Russian  people. 

The  third  component  of  multilateral  support  is  directed  toward  reforms  in  specific 
sectors  of  the  economy.  While  long-term  viability  depends  on  the  success  of  the  sta- 
bilization program,  efforts  in  sectors  like  energy  and  agriculture,  can  compliment 
and  enhance  the  stabilization  program  by  increasing  foreign  exchange  earnings  and 
making  improvements  in  the  local  market  visible  to  the  general  population.  In 
Tokyo,  the  G-7  leaders  committed  $14  billion  to  this  effort,  most  of  it  in  the  form 
of  new  export  credits. 

The  U.S.  has  already  made  a  significant  contribution  in  this  area.  In  Tokyo  we 
announced  with  tiie  Russians  agreement  on  a  $2  billion  EXIM  fi-amework  for  export 
credits  in  the  oil  and  gas  industry.  The  U.S.  equipment  and  services  financed  under 
this  agreement  will  substantiedly  increase  Russian  exports  and  forei^i  exchange 
earnings.  At  the  same  time,  there  will  be  benefits  here  at  home.  The  first  tranche 
of  $500  million  in  guarantees  alone  will  support  thousands  of  jobs  in  U.S.  companies 
that  were  hit  hard  by  the  recent  recession. 

We  also  laid  the  groundwork  at  Tokyo  for  a  number  of  what  we  believe  to  be 
promising  additional  multilateral  measures. 

We  hope  to  persuade  the  G— 7  to  join  us  in  providing  assistance  for  the  safe  dis- 
mantlement and  destruction  of  nuclear  weapons  in  keeping  with  the  terms  of  inter- 
national agreements.  We  were  pleased  that  the  Japanese  announced  last  week  that 


222 

they  will  contribute  $100  million  toward  this  end,  but  we  think  more  needs  to  be 
done  by  them  and  by  other  0—7  members.  We  agreed  in  Tokyo  to  establish  a  work- 
ing group  on  how  to  expand  the  nuclear-weapons  dismantlement  program  by  the 
Jmy  G-7  summit. 

"nie  second  new  proposal  put  forward  by  the  United  States  at  Tokyo  was  for  the 
creation  of  a  Special  Privatization  and  Restructuring  F\md.  This  fund — ^which  is  an 
American  idea  strongly  endorsed  by  the  Russian  reformers — would  help  ease  the 
economic  and  social  consequences  of  privatizing  some  of  the  more  than  20,000 
medium-  and  large-scale  enterprises. 

The  ^nd  would  help  make  the  newly  privatized  firms  self-sustaining  with  loans 
to  modernize  plants,  retraining  for  workers,  and  technical  assistance  to  managers 
who  are  making  the  adjustment  to  operating  in  a  market  economy. 

The  Russian  economy  and  society  are  cursed  by  huge — and  hugely  inefficient — 
state-owned  enterprises  that  utterly  dominate  entire  cities.  The  Special  Privatiza- 
tion and  Restructuring  Fund  would  be  used  to  help  municipal  governments  in  these 
one-company  towns  cope  witii  the  consequences  of  breaking  up  and  selling  off  these 
monoliths.  Outlays  from  the  fund  could  be  used  to  invest  in  local  infrastiiicture  to 
support  the  smaller,  newly  privatized  companies  and  the  communities  of  which  they 
are  a  part. 

To  De  effective  on  ground,  this  program  must  be  carefully  targeted,  phased,  and 
monitored.  The  funds  would  be  directed  toward  enterprises  and  communities  that 
are  selected  as  the  most  promising  and  deserving. 

The  U.S.  proposed  in  Tokyo  that  the  G-7  create  a  Support  Implementation  Office. 
The  office  would  be  headed  by  a  person  with  strong  administrative  and  managerial 
capabilities,  as  well  as  experienced  in  Russian  affairs,  and  with  a  small  staff  oftech- 
nical  experts.  This  office  would  also  be  responsible  for  working  with  the  Russian  re- 
formers to  remove  bureaucratic  obstecles  to  implementation  of  G— 7  programs,  and 
for  ensuring  that  Western  funds  are  spent  effectively. 

At  Tokyo,  the  U.S.  told  the  G-7  that  the  Administration  would  seek  from  Con- 

fress  $500  million  for  the  Privatization  Fund  as  a  "challenge  grant,"  to  be  matehed 
y  at  least  $1.5  billion  in  contributions  from  other  countries,  as  well  as  up  to  $2 
billion  in  co-financing  by  the  World  Bank  and  the  European  Bank  for  Reconstruc- 
tion and  Development. 

Here  again,  Mr.  Chairman,  please  note  one  of  the  central  elements  of  our  policy: 
The  U.S.  is  not  only  demonstrating  its  leadership — it  is  using  that  leadership  to  le- 
verage from  the  international  community  considerably  more  money  than  we  are  put- 
ting on  the  teble  ourselves. 

"nie  G-7  has  agreed  to  establish  a  working  group  on  the  Special  Privatization 
Fund,  with  a  view  toward  making  a  decision  by  the  July  summit. 

Finally,  Mr.  Chairman,  let  me  say  a  bit  about  the  new  package  of  U.S.-Russian 
bilateral  initiatives  that  President  Clinton  announced  simultaneously  with  the  G- 
7  meeting. 

You  wul  recall  that  at  Vancouver,  the  President  indicated  his  intention  to  go  be- 
yond the  $1.6  billion  program  he  announced  there.  He  would,  he  said,  seek  addi- 
tional funds  for  certain  high-priority  areas  after  he  had  a  chance  to  take  into  ac- 
count what  he  had  heard  from  President  Yeltsin — and  what  he  learned  from  further 
consultations  with  Congress.  The  congressional  consultetions  have  begun  in  earnest, 
and  I  regard  my  appearance  before  you  here  today  as  part  of  that  process. 

The  Administration  is  committed  to  seeking  approximately  $1.3  billion  in  addi- 
tional bilateral  assistence  to  support  reform  in  Russia  and  the  New  Independent 
States.  Those  funds  would  be  used  to  strengthen  programs  in  the  priority  areas  of 
energy  and  environment,  housing,  the  private  sector,  exchanges,  trade  and  invest- 
ment, and  humanitarian  assistance.  How  exactly  the  $1.3  billion  will  be  apportioned 
is  still  a  matter  we  are  discussing.  Our  discussion  will,  as  I  just  indicated,  depend 
in  significant  measure  on  our  deliberations  with  you  and  your  colleagues,  both  on 
the  details  of  the  package  and  on  the  appropriate  funding  mechanisms. 

While  I  cannot,  therefore,  get  into  a  detailed  breakdown  of  the  package,  I  can  say 
a  bit  more  about  the  areas  on  which  we  intend  to  concentrate. 

In  energy  and  environment,  a  substantial  portion  of  the  funds  would  be  used  to 
finance  improvements  in  nuclear-reactor  safety.  With  nearly  two  dozen  water-cooled 
nuclear  power  plants,  there  is  an  urgent  need  for  additional  assistence  to  upgrade 
the  safety  systems  and  protect  against  potentially  catastrophic  accidents. 

We  also  hope  to  expand  significantly  our  efforts  to  improve  oil  production  and  re- 
store oil  and  gas  pipelines  that  are  an  environmental  hazard  and  that  waste  pre- 
cious resources.  Other  industries  are  also  major  polluters  and  desperately  need  the 
benefits  of  U.S.  technology. 

In  Vancouver,  President  Yeltein  identified  housing  for  returning  and  demobilized 
officers  as  a  top  priority.  It  is  in  our  interest  as  well  as  his  to  see  the  continued 
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withdrawal  of  the  troops  of  the  former  Soviet  armed  forces  from  neighboring  coun- 
tries; especially  the  Baltics.  The  success  of  continued  political  reform  is,  in  part,  de- 
pendent on  the  military  staying  out  of  politics  and  allowing  the  democratic  trans- 
formation to  continue. 

Expanded  U.S.  support  could  finance  the  construction  of  several  thousand  housing 
units  for  retximing  officers.  This  initiative  seeks  to  include  the  U.S.  private  sector 
and  American  private  and  voluntary  organizations  in  building  houses  and  develop- 
ing the  local  construction  capacity. 

There  is  also  a  need  to  expand  efforts  to  help  Russia's  farmers  and  institutions 
create  a  market-driven  food  system.  If  more  U.S.  agribusinesses  are  linked  with 
Russian  partners,  it  will  help  break  marketing  bottlenecks  and  make  delivery  sys- 
tems more  efficient.  Expanded  programs  wouldrespond  to  the  ever  growing  demand 
to  help  small  businesses  and  entrepreneurs  overcome  the  enormous  obstacles  that 
are  the  vestige  of  a  command  economy. 

Additional  fiinding  would  also  be  used  to  dramatically  increase  the  number  of  peo- 
ple-to-people exchanges.  There  is  no  substitute  for  making  training  and  first-hand 
experience  in  America  available  to  people  who  lived  their  entire  lives  under  a  sys- 
tem that  discouraged  creative  initiative  and  independent  thinking.  It  is  our  hope 
that  thousands  of  students,  teachers  and  budding  entrepreneurs  could  be  given  the 
chance  to  study  and  train  in  this  country.  They  would  take  back  not  just  facts  and 
know-how,  but  a  view  of  a  successfiil  democracy  and  fi-ee  market  based  on  a  real 
experience. 

To  expand  bilateral  trade  and  investment,  the  Administration  would  also  intend 
to  provide  additional  credits  and  guarantees  through  the  Export- Import  Bank  and 
the  Overseas  Private  Investment  Corporation.  Beyond  the  oil  and  gas  sector  already 
being  targeted,  the  EXIM  Bank  and  OPIC  could  use  additional  funds  to  support  fi- 
nancing in  areas  like  mineral  extraction,  telecommunications  and  air-traffic  control 
and  defense  conversion.  Witii  U.S.  companies  and  exports  directly  supported  by 
these  programs,  the  mutual  benefits  are  oovious. 

Still^  there  must  be  a  continuing  component  of  humanitarian  assistance  as  well. 
Americans  have  always  responded  generously  to  medical  emei^encies  around  the 
world,  and  the  need  in  Russia  is  acute.  The  recent  Congressional  delegation,  of 
which  several  of  you  were  a  part,  saw  the  appalling  lack  of  supplies  for  hospitals. 
Some  of  the  funds  we  are  requesting  in  the  follow-up  bilateral  package  would  be 
used  for  supplying  vaccines  and  responding  to  critical  shortages  of  medicines,  espe- 
cially those  tnat  will  help  children. 

But  in  this  area,  too,  we  are  guided  by  the  adage:  give  a  man  a  fish  and  you  feed 
him  for  a  day;  teach  him  how  to  fish,  and  you  feed  him  for  a  lifetime. 

Our  hope  is  that  over  time,  Russia  and  the  other  New  Independent  States  will 
move  away  from  a  reliance  on  foreign  donations.  To  that  end,  we  want  to  provide 
technical  assistance  to  build  up  local  capacity  for  the  manufacture  of  basic  pharma- 
ceuticals, particularly  in  areas  outside  of  Moscow. 

Let  me  reiterate  that  I  have  purposely  not  attached  specific  dollar  figures  to  the 
programs  I  have  mentioned  here  because  we  hope  over  the  next  few  weeks  to  have 
continuing  consultations  with  members  of  this  Committee  and  other  members  of 
Congress  oefore  making  final  decisions  on  the  components  of  the  additional  request. 
I  would  welcome  your  views  on  the  areas  I  mentioned  as  priorities  as  well  as  pro- 
grams you  think  we  missed. 

I  should  add  that  Ambassador  Thomas  Simons  will  shortly  be  assuming  the  post 
of  coordinator  of  our  assistance  programs  to  the  New  Independent  States.  After 
serving  for  several  years  as  Ambassador  to  Poland,  he  has  a  great  deal  of  experience 
in  helping  former  communist  countries  make  the  transition  to  democracy  and  mar- 
ket reform.  He  knows  what  works  and  what  doesn't,  and  he  has  the  proven  leader- 
ship and  management  skills  to  ensure  that  the  many  agencies  involved  remain  fo- 
cussed  on  key  objectives  and  are  complimentary  to  each  other.  I  expect  Ambassador 
Simons  to  work  closely  with  members  of  this  Committee  and  its  staff  in  shaping  our 
program  and  carrying  out  his  duties. 

Ambassador  Simons  will  coordinate  U.S.  assistance  programs,  including  those 
funded  under  the  Freedom  Support  Act,  which  was  passed  last  year  and  on  which 
we  intend  to  build.  As  you  know,  we  have  requested  $704  million  in  the  fiscal  year 
1994  budget  to  continue  many  of  the  successml  programs  under  the  Freedom  Sup- 
port Act  into  next  year.  Those  ftinds  will  be  used  in  the  same  key  areas  I  have  just 
outlined. 

Before  making  myself  available  to  your  questions,  let  me  make  a  final  point. 
Much  of  what  the  Administration  has  done  so  far — and  much  of  what  I  have  said 
here  this  morning — ^has  been  focused  on  Russia.  That  is  appropriate,  given  the  sheer 
size  of  the  country  as  well  as  the  magnitude  of  the  proMems  it  poses,  and  of  the 
opportunities  it  represents.  However,  this  Administration's  efforts  will  be  directed 
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at  reform  in  all  of  the  New  Independent  States.  A  significant  share  of  the  grants 
and  credits  announced  in  Vancouver  and  Tokyo  will  be  directed  toward  the  other 
countries.  A  number  of  the  multilateral  programs  announced  in  Tokyo,  like  the  new 
IMF  facility,  will  be  available  to  these  countries  as  they  move  along  the  path  to  re- 
form. Substantial  amounts  of  our  own  Nunn-Lugar  nuclear-weapons  dismantlement 
funds  will  also  be  used  in  Ukraine,  Belarus  and  Kazakhstan.  So  will  funds  from 
whatever  dismantlement  program  emerges  from  the  G-7. 

The  fiinds  we  are  requesting  for  the  fiscal  year  1994  Freedom  Support  Act  will 
be  weighted  toward  states  other  than  Russia  in  the  hopes  that  many  will  have  fol- 
lowed Russia's  lead  in  reform. 

In  conclusion,  Mr.  Chairman,  my  overall  point  is  that  as  you  and  your  colleagues 
examine  the  specifics  of  our  policy,  I  think  you  will  see  that  they  reflect  our  deter- 
mination to  support  reformers  wherever  they  are  to  be  found,  whether  in  capitals 
like  Moscow  or  Kiev  or  Bishkek,  or  in  the  farthest  reaches  of  those  countries,  large 
or  small;  whether  in  the  Kremlin  or  the  parliament  or  the  regional  governments  or 
municipalities,  down  to  the  grassroots. 

We  have  also  concentrated,  to  the  greatest  extent  possible,  on  the  non-govern- 
mental sector.  Since  we  are  trying  to  nurture  the  growth  of  the  private  sectors  in 
the  New  Independent  States,  it  is  natural  that  we  should  enlist  the  American  pri- 
vate sector.  That  is  another  common  denominator  of  the  initiatives  we  have  put  for- 
ward. 

In  general,  Mr.  Chairman,  when  we  speak  about  U.S. -Russian  economic  "engage- 
ment" and  "partnership"  instead  of  "assistance"  and  "aid" — when  we  speak  about 
building  a  "strategic  partnership  with  Russian  reform" — we  are  not  resorting  to  eu- 
phemisms. We  are  expressing  what  we  believe  to  be  a  fundamental  aspect  of  our 
policy.  All  the  programs  I  have  outlined  for  you  today  are  intended  to  benefit  both 
Russia's  people  and  our  own. 

FOREIGN  AID 

Senator  LEAHY.  I  would  posit  my  questions  within  this  frame- 
work: If  you  were  to  take  a  public  opinion  poll — and  I,  actually, 
would  recommend  the  White  House  to  do  just  this  — on  how  people 
feel  about  foreign  aid — whether  it  was  for  Russia  or  any  other 
country,  65  to  85  percent  of  the  respondents  would  say  they  are 
against  foreign  aid. 

In  the  19  years  that  I  have  been  here,  I  have  never  seen  in  any 
public  opinion  poll  showing  the  majority  of  Americans  in  favor  of 
foreign  aid  to  any  country. 

Americans  do,  of  course,  support  humanitarian  aid  after  an 
earthquake,  a  disaster,  hunger  relief  in  Somalia,  something  like 
that,  but  as  far  as  just  sending  foreign  aid  to  any  country,  the  ma- 
jority of  Americans  are  viscerally  opposed  to  it,  feeling  that  much 
of  it  is  wasted  and  much  of  it  does  not  reflect  our  interest. 

Having  said  that,  I  feel,  as  I  know  you  do,  that  because  we  are 
a  superpower,  because  we  are  the  leading  democratic  nation  in  the 
world,  we  have  worldwide  responsibilities  as  any  major  economic 
and  militarily  powerful  nation  would  have. 

I  feel  if  we  are  going  to  give  foreign  aid  anywhere,  we  should 
look  at  such  things  as:  What  does  it  do  to  enhance  our  national  se- 
curity? What  does  it  do  to  enhance  democracy?  What  does  it  do, 
perhaps,  to  improve  our  economic  well-being,  because  it  creates 
trade  or  whatever  else?  We  should  not  be  sending  foreign  aid  be- 
cause it  might  be  good  only  for  the  other  country. 

AID  FOR  RUSSIA 

Now,  having  said  that,  there  is  no  stronger  supporter  in  the  Sen- 
ate than  I  am  for  providing  aid  to  Russia  at  this  critical  time.  I 
agree  with  what  you  said  in  your  statement.  In  fact,  I  might  say, 
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parenthetically,  I  think  it  is  a  superb  statement  of  our  needs  and 
what  we  want  to  do  there. 

But  when  reporters  called  me  from  Tokyo  to  tell  me  the  adminis- 
tration was  committing  to  a  new  $1.8  billion  aid  package  for  Rus- 
sia, one  of  the  thoughts  I  had  was  not  that  we  should  not  be  doing 
it — I  think  so  many  of  the  things  that  you  proposed  are  good — but 
how  do  we  manage,  financially  and  politically,  to  get  it  passed? 

I  think  we  agree  that  the  worst  possible  thing  we  could  do  is  say: 
"Here  is  what  we  are  going  to  do  for  the  Russians,"  everybody 
claps,  and  then  all  of  a  sudden,  the  President  has  to  call  up  Presi- 
dent Yeltsin  and  say,  "Oh,  we  had  a  little  trouble  in  the  Congress. 
They  just  voted  it  down." 

So  I  want  to  make  clear  the  difficulties  we  have  in  dealing  with 
this.  We  have  a  jobs  program — and  some  may  disagree  about  it — 
a  jobs  program  on  the  floor  for  American  jobs.  That  has  been  voted 
down. 

In  effect,  no  matter  how  we  may  dress  up  a  compromise,  that 
jobs  program  is  dead  for  Americans.  Now,  we  are  going  to  be  asked 
to  vote,  among  other  things,  for  a  job  program  for  Russians. 

And  in  both  cases,  we  are  going  to  have  to  find  the  money  some- 
where. In  both  cases,  in  effect,  we  are  going  to  borrow  it  because 
of  our  deficit.  I  would  hope  that  the  administration  forget  all  about 
an  emergency  supplemental  for  Russia,  which  would  just  add  it  to 
the  deficit.  If  we  are  going  to  have  a  supplemental  for  Russia,  it 
has  got  to  be  paid  for. 

PAYING  FOR  A  SUPPLEMENTAL 

If  you  request  a  supplemental,  how  would  you  propose  we  pay  for 
it? 

Ambassador  Talbott.  I  do  not  know  that  that  is  going  to  be  the 
outcome  of  the  deliberations  that  are  going  on  within  the  adminis- 
tration and  the  consultations  that  are  already  taking  place  with 
the  Congress. 

So  it  is,  quite  simply,  a  hypothetical  that  I  cannot  address,  but 
your  overall  point,  Mr.  Chairman,  of  course,  I  take,  and  I  am  sure 
that  my  colleagues  take,  and  I  am  sure  the  President  takes. 

You  are  saying  that  we  must  get  both  the  finances  and  the  poli- 
tics of  this  policy  right.  We  must  get  the  finances  of  it  right  in  the 
sense  that  you  and  your  colleagues  and  the  American  people  have 
a  sense  that  this  money  is  being  well-spent  and  also  that  we  can, 
in  some  very  basic  sense,  afford  it. 

We  must  get  the  politics  of  this  policy  right  in  the  sense  that  we 
must  convince  the  appropriate  majority  of  the  American  people 
that  this  is  the  right  thing  to  do. 

And  anything  that  I  can  say  in  response  to  any  questions  that 
you  and  your  colleagues  have  here  today  to  get  that  right,  I  will, 
obviously,  do.  But  I  cannot  prejudge  what  the  outcome  of  these  de- 
liberations and  these  consultations  is  going  to  be. 

Senator  Leahy.  Well,  is  there  any  other  way  of  providing  $1.8 
billion  in  new  aid  without  a  supplemental? 

Ambassador  Talbott.  I  am  sure  that  my  colleagues  and  your  col- 
leagues who  deal  with  these  issues  £ire  working  on  precisely  that 
question  and  looking  at  every  possible  way  to  do  this  responsibly. 
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Senator  Leahy.  Well,  I  am  willing  to  work  with  the  administra- 
tion to  find  it,  but  I  am  not  going  to  do  it  alone.  Your  staff,  my 
staff,  and  others  have  been  working  hard  to  figure  out  a  way  to  do 
this.  But  the  Foreign  Operations  Subcommittee  has  used  all  of  its 
602(b)  outlay  allocation  for  fiscal  1993.  We  cannot  fund  this  out  of 
our  unused  budget  authority  allocation  because  there  are  no  out- 
lays to  go  with  it. 

Let  me  give  you  a  few  possibilities  I  see  for  getting  it.  We  could 
use  send  some  prior  year  money.  There  is  a  $13  billion  pipeline  of 
unspent  foreign  aid.  Some  of  it  dates  back  5  years  or  more. 

It  cannot  all  be  of  the  same  priority  as  aiding  Russia.  In  fact,  I 
have  yet  to  find  anything  in  the  foreign  aid  bill  that  could  reach 
the  priority  of  aiding  Russia.  A  lot  of  this  $13  billion  was  provided 
based  on  cold  war  rationales.  I  know  Dr.  Wharton  is  reexamining 
our  whole  program,  but  let  us  take  a  look  at  the  pipeline.  That 
might  be  one  place. 

Another  possibility  would  be  transferring  fiscal  1993  funds  from 
other  accounts.  The  1990  fiscal  agreement  fire  walls  still  apply. 
Transferring  funds  from  defense  would  require  a  60-vote  point  of 
order.  But  you  could  make  an  argument  for  that,  obviously.  If  de- 
mocracy fails  in  Russia — ^you  could  imagine  which  direction  the  de- 
fense bill  is  going  to  go.  Also,  the  priorities  for  reprogrammed  fiscal 
1993  function  150  funds  have  changed  from  when  that  bill  was 
passed. 

Or  you  could  use  the  available  fiscal  1993  foreign  operations  allo- 
cation. We  have  $634  million  in  budget  authority  but  there  are  no 
outlays.  I  suppose  we  could  increase  the  authority.  It  does  not  do 
much  without  the  outlays. 

We  could  also  seek  a  new  602(b)  allocation.  That  is  a  committee 
decision,  which  may  not  be  possible.  So  what  I  am  pointing  out  is 
that  there  are  some  options,  but  they  are  awfully,  awfully  limited. 
And  some  are  not  even  realistic. 

Let  me  state  another  way  of  looking  at  it.  I  do  not  think  it  is  pos- 
sible to  do  a  fiscal  1993  Russia  supplemental.  I  do  not  see  how  we 
could  do  it.  It  would  require  the  Senate  to  run  two  foreign  aid  bills 
just  a  few  weeks  apart,  when  we  are  also  handling  health  care  and 
tax  increases  and  budget  cuts  and  everything  else. 

FISCAL  1994  REQUEST 

I  do  not  think  it  is  going  to  happen.  I  would  assume  that  some 
of  the  Tokyo  $1.8  billion  you  would  want  in  the  fiscal  1994  aid  pro- 
gram. So  let  us  just  go  down  through  some  math,  because  it  is  a 
difficult  area. 

I  say  this  as  a  supporter  and  one  who  wants  to  get  this  through 
Congress.  The  President  has  submitted  a  foreign  aid  request  of 
about  $14.2  billion  for  fiscal  1994.  I  think  that  will  be  cut  at  least 
to  our  current  level,  which  would  be  about  $14  billion.  It  may  be 
cut  as  low  as  $13.7  billion  or  $13.8  billion. 

An  hour  before  I  came  here,  I  was  at  a  meeting  where  Repub- 
licans and  Democrats  were  looking  at  other  programs,  and  I  real- 
ized there  is  the  possibility  that  it  could  be  cut  even  more  than 
that,  even  more  than  to  the  $13.7  billion  or  $13.8  billion. 
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Now,  you  deduct  $5  billion  off  of  that  for  Israel  and  Egypt,  be- 
cause the  administration  said  they  are  off  the  table.  So  that  is 
gone. 

Now,  you  are  down  to  $9  billion  or  less.  Then  you  have  to  sub- 
tract not  less  than  $620  million  for  refugees.  You  are  certainly  not 
going  to  be  spending  less  for  refugees  than  the  last  administration 
did.  There  are  just  as  many,  if  not  greater,  needs. 

We  have  $800  million  for  the  Development  Fund  for  Africa.  And 
certainly,  nobody  in  the  Clinton  administration  would  suggest 
spending  less  than  the  last  administration  did. 

There  is  $150  million  for  disaster  assistance,  $390  million  for 
U.S.  contributions  to  U.N.  specialized  agencies,  $450  million  for 
population.  Congress  is  not  going  to  accept  cuts  in  those  programs. 
And  the  administration  is  not  going  to  propose  them.  In  fact,  they 
even  try  to  increase  them. 

So  now,  you  are  down  to  between  $6  billion  and  $6.5  billion. 
From  that,  you  have  to  deduct  $400  million  for  Eastern  Europe. 
You  are  not  going  to  cut  that  to  aid  Russia.  And  then  there  is  the 
$703  million  you  nave  already  requested  for  Russia. 

So  now,  you  are  down  around  anywhere  from  $5  billion  to  $5.4 
billion,  $1.9  billion  of  which  is  United  States  contributions  to  the 
multilateral  development  banks,  some  of  which  are  going  to  play 
major  roles  in  rebuilding  the  former  Soviet  Union. 

Some  $1.4  billion  is  in  development  assistance  funding,  which  is 
our  support  for  ever3rthing  from  fighting  illiteracy  and  AIDS,  com- 
bating river  blindness,  providing  credit  for  the  poor,  protecting  the 
international  environment,  and  providing  basic  health  services. 

Certainly,  the  Clinton  administration  is  not  going  to  suggest  that 
we  do  less  in  the  area  of  AIDS  and  illiteracy  and  everything  else 
than  the  Reagan  and  Bush  p.dministrations  did. 

Then  you  have  $800  million  in  export  assistance,  which  creates 
jobs  here  in  the  United  States.  And  we  are  not  going  to  cut  those. 

So  now,  we  are  down  to  around — it  is  somewhere  between  $1  bil- 
lion and  $1.3  billion,  most  of  which  is  for  security  assistance  to 
countries  other  than  Egypt  and  Israel. 

Then  there  is  money  for  the  Peace  Corps,  countering  narcotics, 
antiterrorism,  and  peacekeeping.  So  now,  we  are  down  to  a  couple 
of  hundred  million  at  the  absolute  best  situation,  out  of  which  we 
have  to  find  $1.8  billion. 

Now,  assuming  that  we  do  not  hit  the  mega-bucks  lotto  we  have 
ourselves  a  problem.  The  money  is  not  there.  So  do  you  have  any 
suggestions?  Help  me  out  here. 

Ambassador  Talbott.  I  want  to  make  very  sure  that  what  I  am 
about  to  say  conveys  the  seriousness  with  which  I  intended.  I  am 
convinced  that  the  money  is  there.  The  money  is  there.  Politically, 
it  is  there. 

We  are  a  big,  rich,  powerful,  and  responsible  country.  We  can 
find  the  wherewithal  to  do  this.  We  must  find  the  wherewithal  to 
do  this. 

I  am  impressed  by  your  arithmetic,  particularly  by  the  exercise 
of  subtraction.  I  did  not  come  here  today  alone,  as  you  know.  I 
brought  a  whole  phalanx  of  friends  and  colleagues  from  the  Depart- 
ment of  State  and  elsewhere.  And  I  glanced  away  from  you  only 
once  to  make  sure  that  they  were  scribbling  notes. 
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Senator  Leahy.  Several  were  leaving.  [Laughter.] 

Ambassador  Talbott,  And  they  were,  indeed,  scribbling  down 
notes,  including  the  constructive  suggestions  that  you  were  making 
about  alternatives  here,  but  I  would  repeat:  My  conviction  is  that 
we  can  do  this. 

We  should  do  this.  If  reform  succeeds,  the  money  will  be  very 
well  spent.  If  reform  succeeds,  it  will  be  one  of  the  great  bargains 
of  history. 

Senator  Leahy.  Mr.  Ambassador,  I  was  bom  in  the  year  that 
storm  clouds  gathered  and  World  War  II  started,  1940.  I  grew  up 
in  a  household  with  a  father  who  practically  worshipped  Greneral 
Marshall  and  spoke  of  what  was  accomplished  with  the  Marshall 
plan.  Any  one  oi  us  with  any  sense  of  history  knows  what  that  was. 
And  that  was  far,  far,  far  more  money  than  what  we  are  talking 
about  here. 

I  am  told  that  initial  support  for  the  Marshall  plan  was  about 
10  percent  of  the  population,  in  a  country  where  almost  every  fam- 
ily, certainly  every  neighborhood,  had  suffered  losses  in  World  War 
II. 

Think  of  what  a  different  world  it  would  be  today  if  we  had  not 
done  that.  I  think  we  have  almost  as  historic  an  opportunity  now. 

What  it  does  for  us  economically  and  for  our  security  and  for  the 
cause  of  democracy — if  the  West  and  Japan  are  able  to  get  together 
to  help  the  former  Soviet  Union  to  do  this  wrenching  turn  to  de- 
mocracy and  market  economy,  not  being  a  superpower  with  a 
confrontational  position,  but  a  country  able  to  trade  and  have  the 
interplay  of  democratic  ideas,  every  one  of  us  knows  how  beneficial 
that  would  be. 

I  also  agree  with  you  that  we  are  only  talking  about  a  tiny,  tiny 
fraction  of  what  we  would  spend  if  the  world  were  otherwise,  or  it 
continued  to  be  otherwise.  As  I  said,  I  am  not  going  to  yield  to  any- 
body in  the  Senate  in  trying  to  help  on  this. 

But  I  am  just  pointing  out  that  once  we  start  down  that  road  and 
once  this  bill  comes  to  the  floor  and  once  we  start  moving  forward, 
let  us  make  absolutely  sure  that  we  are  doing  it  in  the  way  that 
will  pass,  because  I  also  think  of  what  kind  of  a  signal  it  would 
send,  not  only  to  our  allies  around  the  world,  but  to  the  people  in 
Russia  if  we  fail. 

I  yield  to  Senator  McConnell. 

Senator  McCONNELL.  Thank  you,  Mr.  Chairman. 

Mr.  Ambassador,  you  said  in  your  statement  that  consultation 
was  going  to  be  the  order  of  the  day.  I  am  assuming  that  that  is 
not  just  consultation  with  Democrats,  is  it? 

Ambassador  Talbott.  No,  sir. 

Senator  McConnell.  All  right.  Let  me  indicate  to  you  that  con- 
sultation has  been  nonexistent  to  this  point,  as  far  as  I  am  con- 
cerned as  the  ranking  member  of  this  subcommittee. 

As  I  suggested  to  you  earlier,  there  is  an  excellent  opportunity 
for  this  to  go  forward  on  a  bipartisan  basis.  I  will  not  change  my 
general  inclination  to  support  it  because  I  am  not  consulted  be- 
cause, frankly,  it  does  not  mean  that  much  to  me  in  terms  of  ego. 

But  I  think  if  it  is  going  to  be  a  bipartisan  consultation,  it  is  time 
you  get  about  it.  No.  2,  I  do  not  consider  consultation  just  being 
called  the  day  before  an  announcement  is  made.  I  am  talking  about 
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consultation  with  regard  to  the  guts  of  the  program,  what  you  are 
going  to  advocate. 

My  inclination  is  to  try  to  sell  this  to  whatever  Republican  col- 
leagues there  are  on  our  side  who  are  reluctant  to  support  it,  but 
I  would  like  to  feel  like  I  was  a  part  of  the  process. 

Senator  Specter  was  here  earlier  and  had  to  leave  for  another 
meeting,  but  I  would  like  to  ask  unanimous  consent  that  his  ques- 
tions appear  in  the  record.  And  if  you  would  respond  to  them  in 
writing,  I  am  sure  he  would  appreciate  it. 

RUSSIA  AND  HOUSING 

I  want  to  turn,  Mr.  Talbott,  to  the  housing  issue,  which  is  one 
I  have  a  particular  interest  in  and  have  spoken  about  on  the  floor 
of  the  Senate  and  become  involved  in. 

You  indicated  in  your  prepared  text  that  there  might  be  several 
thousand  housing  units.  The  summary  of  the  aid  package  put  out 
by  the  White  House  says  450  housing  units  over  the  next  12  to  16 
months. 

We  have  about  100,000  troops  deployed  outside  of  Russia's  bor- 
ders, as  we  all  know,  exacerbating  regional  tensions.  We  know  the 
problem:  the  Russian  Government  is  understandably  reluctant  to 
recall  these  soldiers  since  they  have  nothing  for  them  to  do  and  no 
place  for  them  to  live. 

If  we  initiate  a  major  housing  construction  program,  American 
companies  stand  to  benefit  in  the  management  and  in  training  con- 
tracts. I  am  assuming — or  maybe  I  should  not  be  assuming — that 
that  is  sort  of,  in  concept,  the  President  has  in  mind. 

Ambassador  Talbott.  Yes,  sir. 

Senator  McCONNELL.  Your  fiscal  1994  request  includes,  as  I  said, 
$6  million  for  450  housing  units  to  be  constructed  over  12  to  16 
months  and  training  for  officers. 

Do  you  have  any  idea  yet  how  the  program  is  going  to  be  carried 
out? 

Ambassador  Talbott.  Let  me  clarify  one  thing.  Senator  McCon- 
nell.  First  of  all,  the  package  of  initiatives  that  President  Clinton 
unveiled  in  Vancouver  included  a  housing  component  as  you  say. 

But  this  was  designated  as  a  pilot  program  or  a  demonstration 

groject.  In  fact,  the  housing  issue,  I  think,  is  characteristic  of  a 
roader  point  that  I  would  hope  to  stress  about  the  second  package. 
That  is,  the  $1.8  billion  package  that  we  are  coming  back  to  you 
with. 

This  is  an  example  of  where  we  feel  that  more  needs  to  be  done 
that  can  be — than  could  be  done  under  the  Vancouver  One  pack- 
age. We  would  propose — while  a  number  has  not  been  set  yet  and 
is  being  deliberated  and  discussed  now,  we  would  propose  to  con- 
siderably increase  the  level  of  support  for  housing. 

And  whether  it  will  be  double,  triple,  four  times  is  still,  as  I  say, 
under  discussion,  but  we  feel  that  considerably  more  than  450 
units  need  to  be  provided  in  order  to  have  the  kind  of  political  im- 
pact that  we  feel  is  necessary  here. 

Senator  McConnell.  In  terms  of  structuring,  would  it  go  to  the 
Russian  Grovemment  or  through  American  companies? 

Ambassador  Talbott.  As  much  as  possible,  we  would  hope  to  do 
this  under  the  umbrella  of  our  involvement  with  the  burgeoning 
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private  sector  and  also  with  private  voluntary  organizations  that 
now  exist  in  Russia. 

If  we  can  involve  the  U.S.  private  sector,  there  will  be  at  least 
three  benefits  for  the  United  States.  First  of  all,  this  will  poten- 
tially increase  U.S.  jobs  in  a  depressed  sector. 

And  I  am  talking  here  about  the  manufacture  of  prefabricated 
units  and  that  kind  of  thing.  It  would  give  the  U.S.  firms  which 
make  houses  of  this  kind,  that  is,  prefabricated 

Senator  McConnell.  Right. 

Ambassador  Talbott  [continuing].  Or  mobile  houses,  a  leg  up  on 
our  competitors.  And  by  the  way,  we  hope  that  some  World  Bank 
loans  might  come  available  to  help  in  these  areas,  too,  in  this  area 
as  well. 

And  then  we  also  hope  that  it  will  provide  a  higher  degree  of  con- 
struction experience  and  expertise  than  if  we  were  to  rely  solely  on 
the  voluntary  organizations  in  Russia,  which  do  not  have  very 
much  building  experience.  This  is  a  sector  of  the  Russian  economy 
which  is  still  very  much  behind  the  times. 

Senator  McConnell.  I  think  you  are  on  the  right  track  here.  As 
you  envision  it,  then,  there  would  be  Americans  actually  on  the 
ground  in  Russia  helping  to  supervise  the  construction. 

Ambassador  Talbott.  There  would  certainly  be  Americans  heav- 
ily involved,  yes. 

Senator  McConnell.  And,  in  effect,  the  Americans  would  receive 
some  of  the  aid  money.  In  effect,  they  would — it  would  come  back 
to  this  country. 

Ambassador  Talbott.  Yes;  and  that  would  be  a  feature,  I  hope, 
of  quite  a  number  of  the  components  of  the  various  packages  we 
have  put  forth. 

Senator  McConnell.  Well,  I  think  you  are  on  the  right  track.  I 
think  that  is  the  direction  in  which  we  ought  to  go.  Now,  why  are 
we  focusing  on  the  officer  corp? 

Ambassador  Talbott.  Well,  it  is  military  housing  in  general  for 
the  reason  that  you  really  underscored  or  at  least  anticipated  in 
the  way  you  posed  the  problem. 

The  old  Soviet  Union — the  Soviet  Union  no  longer  exists,  but  the 
Soviet  military  establishment  still  does  exist  to  a  very  large  extent. 
There  are  more  than  just  vestiges  of  the  old  Soviet  Armed  Forces 
outside  of  the  boundaries  of  Russia,  as  it  were,  stranded  in  coun- 
tries which  are  now  independent  and  sovereign  states. 

And  by  and  large,  these  military  are  not  welcome  in  those  states, 
but  they  do  not  have  homes  or  jobs  to  go  back  to  in  Russia  in  many 
cases,  also.  President  Yeltsin.  And  we  would  hope  to  alleviate 
that 

Senator  McConnell.  I  understand. 

Ambassador  Talbott  [continuing].  Through  support  for  housing. 

Senator  McCONNELL.  I  understand  the  interest.  I  understand  the 
point,  but  why  just  the  officers?  Why  not  the  regular  soldiers? 

Ambassador  Talbott.  Why  are  the — I  am  sorry.  Could  you  re- 
peat that? 

Senator  McCONNELL.  My  impression  is  that  the  administration 
proposes  to  focus  on  the  officers  rather  than  enlisted  personnel. 
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Ambassador  Talbott.  The  rank  and  file  soldiers  tend  to  be 
young  men,  primarily  single,  at  the  beginning  of  their  careers,  as 
it  were,  who  nave  families  to  go  back  to. 

Senator  McConnell.  So  your  assumption  is  that  they  have  a 
home  to  go  back  to,  you  think. 

Ambassador  Talbott.  They  have  homes  to  go  back  to,  whereas 
the  officers  are — they  thought  that  they  were  signing  up  for  life,  for 
careers.  They  have  their  mmilies  with  them.  So  it  is  a  matter  of 
providing  houses  for  entire  families. 

Senator  McConnell.  Is  it  intended  that  the  officers,  then,  would 
have  private  ownership  of  that  property  at  the  end  of  the  construc- 
tion project? 

Ambassador  Talbott.  That  would  certainly  be  our  intention  and 
hope,  but  you  understand,  of  course,  that  that  question  will  have 
to  be  answered  in  the  context  of  Russia  trying  to  develop  a  legal 
structure 

Senator  McConnell.  Right. 

Ambassador  Talbott  [continuing].  To  provide  for  private  prop- 
erty in  general. 

RETRAINING  RUSSIAN  SOLDIERS 

Senator  McConnell.  Who  is  developing  the  training  program  for 
returning  officers? 

Ambassador  TALBOTT.  Sir? 

Senator  McConnell.  Who  is  developing  the  training  program  for 
returning  officers? 

Ambassador  Talbott.  I  would — our  assistance  program  and  the 
Agency  for  International  Development  are  both  involved  in  that. 
And  I  would  be  glad  to  get  back  to  you  with  specifics  on  this  entire 
program. 

Senator  McConnell.  Do  you  know  what  kind  of  training  they 
are  talking  about? 

Ambassador  Talbott.  As  I  say,  if  I  could,  I  would  like  to  get 
back  to  you  with  the  details  on  that. 

[The  information  follows:] 

Officer  Resettlement  Initiative 

The  Agency  for  International  Development  [AID]  has  sent  a  team  to  Russia  to 
work  on  the  development  of  the  OfScer  Resettlement  Initiative  announced  at  Van- 
couver. That  team  includes  a  training  specialist  who  will  work  out  the  details  of  the 
training  component  of  our  program.  The  training  could  be  related  to  the  housing  in- 
dustry, but  could  also  be  in  other  areas  such  as  business  management  or  agri- 
culture. A  key  issue  will  be  the  natvu-e  of  the  economy  and  its  employment  possibili- 
ties in  the  areas  where  the  officers  are  resettled.  We  will  know  a  lot  more  once  this 
team  has  completed  its  review  of  the  situation.  We  expect  that  team  to  make  rec- 
ommendations to  us  by  the  middle  of  June. 

RUSSIAN  TROOPS  IN  THE  BALTIC  STATES 

Senator  McConnell.  You  are  aware,  of  course,  of  the  conditions 
attached  in  last  year's  appropriations,  which  link  foreign  assistance 
to  the  President  certifying  that  meaningful  progress  has  been  made 
on  a  timetable  for  withdrawal  of  Russian  troops  from  the  Baltics. 

Although  the  certification  is  not  due  until  June,  can  you  com- 
ment on  the  progress  being  made  in  the  current  negotiations?  Is  it 
your  view  that  the  Baltic  leaders  are  satisfied  with  that  progress? 
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Ambassador  Talbott.  Yes,  sir;  the  Russians  and  the  three  Baltic 
countries,  Estonia,  Latvia,  and  Lithuania,  are  engaged  in  bilateral 
negotiations  that  are  intended  to  reach  agreement  on  the  time- 
tables here. 

Now,  President  Yeltsin  has,  on  several  occasions,  reiterated  a  po- 
litical commitment  to  withdraw  all  troops.  And  we  certainly  expect 
him  and  the  Russian  Grovemment  to  keep  to  that  commitment. 

And  the  Russian  Government,  by  the  way,  is  well  aware  of  the 
stipulation  that  50  percent  of  U.S.  reform  support  and  assistance 
is  tied  to  substantial  progress  on  full  withdrawal. 

And  there  has,  in  fact,  been  a  continuing  draw-down  at  a  pretty 
steady  pace  with  all  sides  acknowledging  by  the  end  of  1993,  this 
year,  over  one-half  of  Russian  forces  will  be  withdrawn  from  the 
three  Baltic  States. 

But  we  are  continuing  to  monitor  that  very  closely.  We  are  using 
our  contacts,  including  those  at  the  highest  level  between  the  two 
presidents,  to  reinforce  how  closely  we  are  watching  that. 

And,  of  course,  we  will  keep  the  stipulations  of  American  law 
very  much  in  mind. 

Senator  McConnell.  Given  the  fact  that  there  are  100,000  or  so 
troops  abroad,  is  the  $6  million  figure  sufficient,  and  how  was  it 
arrived  at? 

Ambassador  Talbott.  It  is  not  sufficient,  which  is  one  reason 
why  we  will  be  coming  back  to  you  for  more.  As  we  assembled  the 
Vancouver  one  package,  we  had  a  number — I  would  say  a  fairly 
targeted  and  fairly  small  number  of  programs  that  we  felt  we 
should  give  priority  to.  This  was  one  of  them. 

But  under  the  $1.6  billion  that  we  had  to  work  with  there,  there 
was  not  enough  in  several  areas.  And  this  goes  back  to  a  point  that 
you  raised  in  your  opening  statement.  And  that  is:  Where  did  these 
numbers  come  from? 

And  the  answer  is:  They  came  from  our  sense  of  which  areas, 
which  sectors,  required  the  highest  priority  treatment.  Housing  is, 
clearly,  one. 

There  was  simply  not  enough  under  our  concept  of  the  Vancouver 
one  package  in  order  to  deal  satisfactorily  with  the  housing  issue, 
which  is  why  we  are  going  to  give  it  extra  priority  in  the  followup 
package. 

PAYING  FOR  FOREIGN  AID 

Senator  McConnell.  Before  shifting  to  agriculture,  let  me  just 
say  with  regard  to  where  the  money  ought  to  come  from,  it  is  my 
opinion  that  the  foreign  aid  account  ought  to  expand,  that  it  be- 
comes more  relevant  in  the  wake  of  the  end  of  the  cold  war. 

And  clearly,  we  are  where  we  are  today  in  large  measure  because 
of  the  success  of  the  Department  of  Defense.  And  my  own  personal 
view  is:  As  we  down  size  the  military,  the  place  to  find  the  money 
is  as  part  of  the  so-called  peace  dividend. 

RUSSIA'S  AGRICULTURAL  DEBT 

Now  let  me  shift  gears — ^with  regard  to  agriculture,  in  total,  the 
former  Soviet  Union  still  owes  U.S.  banks  approximately  $4  billion 
in  principal  and  interest  for  commodities  shipped  under  the  GSM- 
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102  program.  These  payments  are  scheduled  to  come  due  between 
now  and  July  1995. 

What  portion  of  this  outstanding  debt  has  been  refinanced?  And 
what  are  the  plans  for  rescheduling  the  remainder  of  the  debt? 

Ambassador  Talbott.  Would  you  permit  me  on  that  question  to 
ask  my  colleague,  Mr.  Speckhard,  to  answer?  Mr.  Speckhard  is  my 
deputy  for  economic  matters. 

Mr.  Speckhard.  In  the  rescheduling  that  was  just  completed, 
Mr.  McConnell,  several  weeks  ago,  there  was  about  $1.1  billion  of 
debt  service  owed  to  the  U.S.  Government,  which  is  primarily  the 
Commodity  Credit  Corporation  that  was  included  in  the  debt  re- 
scheduling. 

As  you  know,  those  payments  were  rescheduled.  They  were  not 
forgiven,  but  they  were  spread  out  over  a  longer  period  of  time  to, 
hopefully,  give  the  Russians  the  ability  to  repay  that  debt. 

Senator  McConnell.  To  be  eligible  for  the  agriculture  credit 
guarantees,  a  country's  economic  and  political  situation  are  as- 
sessed and  assigned  a  grade  from  A  to  F.  The  factors  in  the  assess- 
ment include  credit  history,  debt  load,  access  to  foreign  exchange, 
political  stability,  and  general  economic  outlook. 

Considering  the  longer  term  needs  of  Russia  and  the  Republics, 
is  the  administration  planning  to  rely  on  the  Public  Law  480  pro- 
gram for  the  bulk  of  food  assistance  longer  term,  or  are  you  consid- 
ering other  options  such  as  a  new  or  revised  credit  guarantee  pro- 
gram or  creating  a  revolving  loan  fund,  which  some  other  nations 
use? 

Mr.  Speckhard.  On  that  particular  point,  I  think  the  announce- 
ment in  Vancouver  that  said  that  the  administration  was  going  to 
use  $700  million  under  the  Food  for  Progress  Program  was  an  indi- 
cation that  we  have  taken  a  hard  look  at  that  and  that  GSM,  which 
is  the  guarantee  program,  was  not  appropriate  at  this  time. 

And  so  we  moved  to  a  different,  more  concessional  program  that 
was  more  fitting  with  the  Russian  needs.  We  are  currently  review- 
ing what  kind  of  options  we  can  have  for  our  next  fiscal  year. 

Obviously,  this  is  a  very  important  market  for  our  farmers.  And 
we  need  to  look  for  ways  to  continue  providing  those  exports,  but 
I  think  the  first  step  was  rescheduling  our  debt  to  put  them  on  a 
sounder  credit  rating  and  to  look  at  alternative  mechanisms. 

And  we  are  seriously  looking  at  additional  options.  And  the  op- 
tion you  mentioned  of  a  new  program  is  one  of  those  options. 

Senator  McCONNELL.  Has  the  administration  considered  what 
share  of  the  $700  million  in  loans  and  the  $194  million  in  donated 
food  will  be  value-added  commodities  or  more  consumer-ready  food 
as  opposed  to  raw? 

Mr.  Speckhard.  I  am  sorry.  I  will  have  to  refer  you  to  the  De- 
partment of  Agriculture,  but  we  can  help  and  get  that  information. 
We  just  do  not  have  it  with  us. 

FREIGHT  COSTS 

Senator  McConnell.  Finally,  shipping  rates  on  U.S. -flag  vessels 
are  two  to  three  times  the  comparable  rates  on  foreign  vessels.  As 
I  calculate  it,  at  least  $250  million  could  be  spent  on  shipping  costs 
and  not  on  food. 
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There  is  currently  a  $30  million  cap  on  freight  costs,  which 
USDA  can  pay  in  any  1  year.  This  cap  is  far  below  the  anticipated 
cost  of  shipping  the  amount  of  food  made  available. 

Several  options  are  available  to  deal  with  this  problem.  No.  1, 
the  President  could  declare  an  emergency  under  the  Federal  budget 
rules  to  bypass  existing  spending  caps.  No.  2,  the  President  could 
declare  an  exemption  for  these  food  shipments  to  Russia  based  on 
the  urgency. 

Congress  could  vote  to  lift  the  cap.  Farm  program  spending  could 
be  cut  enough  to  generate  an  offset  to  finance  the  transportation 
costs,  or  some  other  administrative  remedy  could  be  developed. 

What  are  the  administration's  plans,  if  any,  for  resolving  this 
particular  problem  and  allowing  the  shipments  of  food  to  actually 
begin? 

Ambassador  Talbott.  The  Department  of  Agriculture  is  consult- 
ing intensively  with  Congress  on  just  this  issue  right  now. 

Senator  McConnell.  So  you  do  not  know  what  the  plans  are. 

Ambassador  Talbott.  No,  sir;  I  do  not  know  what  the  outcome 
will  be. 

Senator  McCONNELL.  OK  Thank  you,  Mr.  Chairman. 

Senator  Leahy,  Thank  you. 

I  agree  with  the  Senator  from  Kentucky  that  we  do  want  biparti- 
san consultation  on  the  Russia  aid  and  on  the  whole  foreign  aid 
bill,  I  have  been  meeting  with  both  Republican  and  Democratic 
Senators,  with  the  President  and  others.  I  would  also  point  out 
that  it  has  been  my  practice  in  past  years  as  chairman  of  this  sub- 
committee to  sit  down  with  the  ranking  member  and  make  sure 
that  the  administration  has  gone  over  it  with  the  ranking  member. 

Senator  McCONNELL.  Yes;  my  comments  were  not  directed  at 
you,  Mr.  Chairman. 

Senator  Leahy.  OK 

Senator  McConnell.  That  was  not  directed  at  you. 

Senator  LEAHY.  I  am  sorry. 

Senator  McConnell.  I  have  been  in  no  meetings,  no  meetings, 
with  the  administration  on  these  subjects. 

Senator  Leahy.  OK 

Senator  Mack. 

RUSSIA  AID 

Senator  Mack.  Thank  you,  Mr.  Chairman.  I  do  not  have  a  huge 
number  of  questions  to  raise  at  this  point.  I  do  have  some,  but  I 
would  like  to  kind  of,  first  of  all,  indicate  to  you  my  general  sup- 
port for  what  the  administration  is  trying  to  do. 

And  I  want  to,  also,  offer  to  you  help  in  seeing  that  we  are  in 
a  position  to  provide  assistance  to  Russia.  I  think  making  the  effort 
is,  in  fact,  the  right  thing  to  do. 

And  while  I  realize  that  many  of  my  colleagues  on  both  sides  of 
the  aisle  will  have  difficulty  in  their  own  minds  expressing  why  we, 
as  a  nation,  should  make  this  commitment,  it  seems  to  me  that 
there  are  several  things  that  are  fairly  obvious  as  to  what  is  in  it 
for  us,  if  you  will. 

The  first  is  somewhat  long  term.  And  that  is  the  opportunity  to 
see  the  development  of  some  rather  huge  markets  that  would  be 
available  for  American   production   sometime   in   the  future,  not 
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unsimilar  to  what  happened  in  Western  Europe  and  Japan  follow- 
ing the  end  of  World  War  II. 

The  second  point  that  I  would  make  is  that  to  be — to  get  our- 
selves into  a  position  where  we  more  likely  can  assure  that  the 
threat  to  U.S.  national  security  is  reduced,  not  only  now,  but  for 
decades  to  come. 

And  third,  maybe  the  most  important  reason,  is  the  thought  that 
if  the  reforms  work  and  Russia  is  truly  transformed  into  a  society 
that  is  built  on  the  foundations  of  freedom  and  capitalism,  the  idea 
that  the  Nation  that  was  exporting  communism  and  socialism 
around  the  world  would  be  used  as  an  example  of  the  benefits  that 
can  be  derived  to  its  people  from  a  nation  tnat  is,  in  fact,  built  on 
the  ideas  of  freedom  and  capitalism  is  probably  one  of  the  most  im- 
portant opportunities  that  this  Nation  and  that  people  all  over  the 
globe  have  an  opportunity  to  pursue  and  to  push  forward. 

So  I  think  that  there  are  some  very  legitimate  reasons  that  can 
be  made  for  our  involvement,  but  having  said  those,  I  think  there 
are  also — there  are  very  legitimate  questions  about:  Can  it  work? 

I  mean,  I  remember  a  trip  to  Russia,  Kiev,  and  Alma-Ata,  just 
a  little  over  1  year  ago,  with  several  of  my  colleagues  who  came 
back — the  others,  really  just  in  there  tone  and  in  their  voices  and 
in  what  they  had  to  say,  it  was  only  a  matter  of  time  before  Yeltsin 
failed. 

And  people  have  been  saying  that  about  the  man,  I  think,  since 
the  day  he  kind  of  showed  up  on  the  radar  screen,  but  yet  he  has 
this  ability  to  continue  to  move  forward.  And  I  think  that  part  of 
it  comes  from  the  spirit  of  the  Russian  people  themselves,  that  they 
want  to  move  again  toward  freedom  and  democracy  and  capitalism. 

So  there  are  lots  of  people  who  are  out  there  saying  that  there 
is  no  chance;  it  cannot  work.  I  mean,  the  stories  we  heard,  that 
they  cannot  get  through  this  winter,  they  could  not  have  gotten 
through  the  previous  winter. 

But,  again,  I  think  that  it  is  a  legitimate  thing  to  ask  the  ques- 
tion though:  Can  our  assistance  help  and  really  make  a  difference? 

AID  PRIORITIES 

And  I  guess  the  first  question  I  would  pose  to  you,  Mr.  Ambas- 
sador, would  be:  What  are  the  things  that  you  think,  the  vital 
things  that  have  to  be  changed  in  Russia,  that  would  give  our  as- 
sistance a  greater  likelihood  of  success? 

Ambassador  Talbott.  Certainly  in  the  economic  area,  which  is 
to  say  the  macroeconomic  area — that  is,  the  state  of  the  Russian 
economy  as  a  whole.  One  of  the  critical  indices  is  inflation. 

Secretary  of  Treasury  Bentsen,  when  he  was  in  Tokyo  last  week, 
said  on  a  couple  of  occasions:  "If  you  want  to  destroy  a  country,  de- 
stroy its  currency." 

And  the  ruble  has  been  well  on  its  way  toward  self-destruction 
over  the  past  year.  I  am  convinced  that  the  current  Russian  Gov- 
ernment—that is,  the  Yeltsin  government — both  knows  what  needs 
to  be  done  and  is  determined  to  do  it  to  bring  inflation  under  con- 
trol. 

What  it  must  do  in  order  to  do  that,  of  course,  is  impose  a  signifi- 
cant degree  of  discipline  in  its  fiscal  and  monetary  policies.  And 
what  that  means  in  more  concrete  terms  is  that  the  Central  Bank 
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has  got  to  stop  the  reckless  emission  of  credits  to  very  large  and 
very  inefficient  state-run  enterprises. 

And  it  has  to  stop  the  printing  presses,  which  are  pouring  out 
rubles,  but  we  have  to  help  them  do  that.  And  that,  I  think,  goes 
to  the  basic  task  that  the  Gr-7  has  set  before  itself  last  week. 

The  Gr-7  has  undertaken  a  couple  of  measures,  macroeconomic 
stabilization  measures,  that  are  intended  to  provide  incentives  for 
the  Russian  Grovemment  to  do  what  the  reformist  ministers  in  that 
government  want  to  do  and  also  to  cushion  some  of  the  political 
price  that  will  be — that  the  Grovemment  will  have  to  pay  as  a  re- 
sult of  those  consequences. 

I  stressed  the  importance,  in  my  opening  statement,  of  the  spe- 
cial privatization  and  restructuring  fund.  This  is  the  new  facility 
under  the  GI— 7  that  the  United  States  would  provide  $500  million 
of  financing  for.  And  we  had  hoped  to  get  $1.5  billion  in  other 

Senator  Mack.  What  was  that — I  am  sorry.  What  was  that  fund? 

Ambassador  Talbott.  This  is  the  special  privatization  and  re- 
structuring fund,  a  G-l  facility.  The  United  States  would  put  up 
one-half  billion  dollars.  The  other  Gl-7  would  put  up  $1.5  billion. 

We  hope  that  the  World  Bank  and  the  European  Bank  for  Recon- 
struction and  Development  would,  maybe,  cofinance  up  to  $4  bil- 
lion. This  would  be  a  fund 

Senator  Leahy.  I  am  sorry.  Up  to  how  much? 

Ambassador  Talbott.  The  cofinancing  up  to  $4  billion. 

Senator  LEAHY.  Thank  you. 

Ambassador  Talbott.  So  $2  billion,  basically,  of  grant  and  $2 
billion  of  additional  loans  that  would  through  the 

Senator  Mack.  Is  that  what  you  are  referring  to  on  page  9  of 
your  statement  in  Gr-7  package,  includes  approximately  $4  billion 
in  fast  distribution  of  funds  from  the  International  Monetary  Fund? 
That  is  something  else. 

Ambassador  Talbott.  No;  that  is  something  else.  And  we  can  get 
into  that  if  you  want.  The  reason  I  am  stressing  the  special  privat- 
ization restructuring  fund  is  because  I  think  it  goes  to  the  basic 
challenge  of  helping  Russia  live  with  and  the  Russian  people  live 
with  some  of  the  pain  that  is  inevitably  going  to  come  with  the 
kind  of  stringencies  that  are  going  to  be  necessary  in  order  to  bring 
inflation  under  control. 

Another  area  that  I  think  is  going  to  be  absolutely  critical  in  the 
economy  is  the  energy  sector,  the  oil  and  gas  sector.  There  are  ben- 
efits both  for  the  United  States  and  for  Russia. 

Remember  that  Russia  is  immensely  rich  in  what  it  has  under 
its  soil.  Natural  gas,  I  think  it  has  the  largest  natural  gas  re- 
sources in  the  world.  Certainly,  it  is  very  high  on  the  list,  and  huge 
petroleum  deposits. 

But  the  Soviet  regime  was  recklessly  irresponsible  and  unsafe 
and  inefficient  in  the  way  it  both  exploited  these  resources  and  dis- 
tributed them.  And  if  our  own  oil  and  energy  industry  had  better 
access  to  the  Russian  energy  sector,  it  would  mean  not  only  profit 
for  American  companies,  but  it  would  have  huge  economic  benefits 
to  the  Russian  economy  as  well. 

If  you  could  simply  take  the  gas  that  is  now  being  wasted  be- 
cause it  is  leaking  out  of  primitive  pipelines,  you  could  use  that  gas 
to  generate  electricity.  And  the  Russian   economy — the  Russian 
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cities  would  not  need  to  rely  on  Chernobyl  class  nuclear  reactors 
to  the  extent  that  they  do. 

There  would  be  environmental  benefits  as  well.  A  lot  of  that 
leaking  gas,  of  course,  is  greenhouse  gas  that  is  damaging  the 
ozone  layer. 

One  of  the  things  that  President  Clinton  and  President  Yeltsin 
agreed  on  in  Vancouver  was  the  establishment  of  what  is  to  be 
called  a  United  States-Russian  joint  commission  on  technological 
cooperation,  to  be  chaired  on  our  side  by  Vice  President  Gore,  and 
on  the  Russian  side  by  Prime  Minister  Chernomyrdin. 

This  new  body  is  going  to  have  two  areas  of  responsibility;  en- 
ergy and  space  launch.  And  our  hope  is  that  because  of  Prime  Min- 
ister Chernomyrdin's  involvement — and  you  may  know  that  he 
comes  out  of  the  oil  and  gas  sector  himself— that  this  will  provide 
an  impulse  from  the  very  highest  levels  of  the  Russian  Grovemment 
down  to  the  bureaucracy  and  also  into  the  Parliament  that  will 
help  clear  away  some  of  the  jurisdictional  and  regulatory  and  legis- 
lative obstacles  to  trade  and  investment  from  the  outside. 

And  if  that  effort  succeeds,  it  will  be  much  easier  for  Western 
technology  and  capital  to  come  into  that  sector,  which  could  have 
huge  benefits  for  the  Russian  economy. 

Senator  Mack.  So  the  two  main  points  are  inflation  and  the  en- 
ergy sector.  The  vital  changes  necessary  to  see  that  our  assistance 
is  the  best  opportunity  to 

PRIVITIZATION 

Ambassador  Talbott.  Well,  a  more  general  point,  but  absolutely 
critical,  is  that  we  do  everjrthing  we  can  to  support  the  continuing 
evolution  of  a  private  sector  there.  And  that  is  why — and  yet  an- 
other category  which  you  will  see  that  we  are  asking  for  additional 
support  for  as  we — in  the  followup  bilateral  package,  is  in  privat- 
ization. 

Now,  the  privatization  can  mean  several  things.  It  can  mean  en- 
terprise funds  where  you,  in  effect,  provide  seed  capital  for  small 
lousinesses  that  are  getting  started,  but  also  in  our  exchange  pro- 
grams I  think  we  can  do  a  lot  here,  because  in  addition  to  needing 
capital  and  in  addition  to  needing  a  regulatory  and  legislative  envi- 
ronment in  which  private  enterprise  can  thrive,  the  Russians  also 
need  technical  assistance. 

They  need  to  overcome  the  consequences  of  70  years  of  com- 
munism. They  do  not  have  a  very  well-developed  economic  culture. 
And  here  is  an  opportunity,  I  think,  for  American  business. 

And  my  sense,  from  the  contacts  that  I  have  had  with  American 
businessmen,  is  that  there  is  a  huge  reservoir  of  goodwill  and  vol- 
untary spirit,  as  well  as  expertise  on  which  we  can  draw, 

RUSSIAN  RUBLE 

Senator  MACK.  Let  me  pick  up  on  the  inflation  thing,  because 
that  is — if  there  is  one  area  that  I  would  have  focused  on,  it  would 
be  the  ruble,  the  Central  Bank,  and  what  has  been  happening  at 
the  Central  Bank  for  quite  some  time  now. 

As  a  matter  of  fact,  again,  when  we  were  in  Russia  in  January 
of  last  year.  Ambassador  Strauss — the  one  point  that  I  remember 
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vividly  that  he  expressed  concern  about  was  the  printing  presses 
of  the  Central  Bank  and  there  being  no  control. 

So  as  I  have  indicated,  I  think  the  challenge  that  is  most  signifi- 
cant facing  President  Yeltsin  today  is  the  question  of  currency,  the 
value  of  the  ruble.  And  the  question  I  would  pose  to  you  is:  I  have 
looked  at  and  others  have  suggested  the  idea  of  a  currency  board 
to  bring  about  stability. 

It  was,  in  essence,  authorized  in  the  legislation  that  we  passed 
last  year.  There  is  $6  billion  available  under  IMF  funding  that 
could  be  used  for  such  a  facility.  Currency  boards,  while  it  is  a 
term  that  really  is  not  a  very  familiar  one  to  most  people,  there  is 
a  history  of  success. 

The  currency  board  has  been  used  twice  in  Russia  in  the  past. 
And  the  currency  board  is  presently  being  used  by  Hong  Kong.  So 
this  is  something  that  has  been  done  in  the  past.  It  has  been  suc- 
cessful. 

It  can  be  done  in  such  a  way  that  you  are  not  forcing  Russia  to 
move  from  its  ruble  and  from  the  Central  Bank.  There  are  cir- 
cumstances— and  I  think,  again,  in  Russian  history,  that  a  cur- 
rency board  operated  parallel  to  the  Central  Bank. 

What  would  really  happen  over  a  period  of  time  is  that  the  Rus- 
sian people  would  cnoose  to  hold  the  currency  that  is  issued  by  the 
currency  board  as  opposed  to  a  worthless  ruble.  And  so  I  guess  my 
bottom -line  question  to  you  is:  Is  that  something  that  you  all  are 
considering? 

Again,  there  is  the  history  of  success.  The  money  is  there.  I  think 
it  is  a  question  of  whether  we  are  willing  to  pursue  that  idea  and 
whether  President  Yeltsin  has  the  courage  to  go  ahead  and  do 
what  needs  to  be  done  in  order  to  get  a  strong  currency  in  circula- 
tion in  Russia. 

Ambassador  Talbott.  The  answer  is  yes.  That  idea  is  very  much 
a  part  of  the  G— 7  strategy.  And  as  you  suggested,  in  the  way  you 
posed  the  matter,  it  is,  of  course,  closely  linked  to  the  $6  billion 
currency  stabilization  fund,  which  is  part  of  the  G-7  initiative  of 
last  week. 

As  to  whether  President  Yeltsin  has  the  courage  to  adopt  these 
kinds  of  measures,  my  strong  sense  is  that  he  does.  There  have 
been  plenty  of  sobering  moments  for  me  and  my  colleagues  as  we 
have  grappled  with  these  issues,  including  a  couple  of  sobering  mo- 
ments today,  I  might  add. 

But  there  have  also  been  some  deeply  encouraging  ones.  And  if 
I  could  speak  personally,  for  me,  one  of  the  most  encouraging  was 
when  the  Deputy  Prime  Minister  of  Russia,  Boris  Fydorov,  who 
now  has  the  portfolio  of  finance  minister  as  well,  came  before  the 
assembled  G— 7  finance  and  foreign  ministers  in  Tokyo  last  week. 

He  put  on  an  extraordinarily  impressive  performance;  I  think, 
significantly  diminishing  some  of  the  very  prudent  skepticism  in 
the  room  about  both  the  intellectual  wherewithal  available  within 
the  Russian  Grovemment  to  deal  with  some  of  these  issues,  the  eco- 
nomic expertise,  and  also  the  conviction. 

These  ministers,  Mr.  Fydorov,  Mr.  Shokin,  Mr.  Chubias,  and  oth- 
ers, the  Yeltsin  economic  team  are  a  very  impressive  lot.  They  have 
a  clear  plan.  They  are  quite  articulate  and  persuasive  in  putting 
it  forward. 
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And  they  are  also  very  straightforward  in  saying  how  much  of  it 
they  have  to  do  themselves.  They  recognize  that,  but  they  are 
equally  persuasive  in  making  the  case  that  they  do  need  help  from 
the  outside  on  many  of  these  issues. 

Senator  Mack.  I  wonder  if  I  could  just  take  this  one  step  for- 
ward. 

Senator  Leahy.  Of  course. 

CURRENCY  BOARD 

Senator  Mack.  Could  you  be  a  little  bit  more  descriptive  in  how 
you  intend  to  pursue  this  idea  of  a  currency  board? 

Ambassador  Talbott.  Why  do  I  not  let  you? 

Mr.  Speckhard  will  help  me  on  that  if  that  is  all  right. 

Mr.  Speckhard.  On  the  currency  board  issue,  what  we  were 
talking  about  in  Tokyo  is  not  so  much  the  currency  board,  but  the 
importance  of  stabilizing  the  currency.  And  that  is  why,  in  spite  of 
having  the  currency  stabilization  fund  there  last  year,  it 
reappeared  this  year  as  another  commitment  to  this  particular 
problem. 

And  the  way  the  Tokyo  package  was  developed  is  that  there 
would  be  phasing  so  that,  first,  we  would  try  to  show  some  concrete 
progress  on  the  economic  front  for  the  general  population  by  some 
quick  disbursing  IMF  and  World  Bank  funds  ana  then  move  to  a 
more  structural  IMF  standby  program  where  we  attack  more  of  the 
problems.  And  the  currency  board  is 

Senator  Mack.  If  I  could 

Mr.  Speckhard.  The  currency  board  is  something  where  we  are 
very  interested  in  your  ideas.  The  one  thing  we  need  to  be  con- 
cerned about  is  to  make  sure  we  do  not  create  more  chaos  right  at 
this  moment. 

And  I  think  what  we  are  looking  for  is  a  little  bit  of  progress  on 
the  inflation  front  to  show  people  that  reform  is  working  and  then 
maybe  move  to  some  of  these  more  fundamental  ideas  for  long-term 
stabilization. 

Senator  Mack.  I  would  just  underscore,  I  think,  one  of  the 
quickest  and  most  significant  ways  to  get  a  head  start  on  the  infla- 
tion front  is,  in  fact,  a  currency  board. 

And  the  fact  that  we  are — what  I  am  suggesting  here  is  really 
a  dual  situation,  not  saying  that  the  Russians  have  to  do  away 
with  their  Central  Bank.  That  would  be  a  political  intrusion  from 
the  outside  that  would  never  work. 

But  I  really — I  would  like  to  work  with  you  on  this  issue.  And, 
again,  the  central  point  is  if  there  is  not  control  over  the  Central 
Bank,  everything  we  do  will  be  for  naught. 

Ambassador  Talbott.  The  other  feature  of  the  G-7  package  an- 
nounced last  week  I  would  call  your  attention  to.  Senator,  is  the 
so-called  IMF  systemic  transformation  facility.  This  is  a  $3  billion 
facility. 

And  it  comes  in  two  tranches.  The  first  tranche  of  $1.5  billion 
will  be  available  to  the  Russian  Government  when  it  makes  a  polit- 
ical undertaking  to  impose  the  kind  of  monetary  and  physical  dis- 
cipline that  we  are,  obviously,  talking  about  here. 

And  the  second  tranche  will  then  be  available  when  inflation  gets 
down  to  a  specified  level.  In  other  words,  this  is  the  principal  of 
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conditionality,  but  it  is  focused  and  targeted  in  a  way  that  we  feel 
and  we  hope  will  prove  to  be  more  realistic  than  the  kind  of 
conditionalities  that  were  associated  with  the  ill-fated,  and  I  would 
suggest,  ill-considered  $24  billion  Gr-7  package  of  last  year. 

Senator  Mack.  Well,  again,  I  look  forward  to  working  with  you 
on  this  particular  issue,  because  I  think  it  is  fundamental. 

Ambassador  Talbott.  Thank  you. 

Senator  Mack.  Thank  you,  Mr.  Chairman. 

Senator  Leahy.  Thank  you. 

NEED  FOR  MORE  AID 

Mr.  Ambassador,  I  heard,  as  I  am  sure  you  have  from  your  own 
contacts  in  Russia,  there  is  a  strong  feeling  among  many  in  Russia 
that  the  United  States  has  fallen  into  a  check-is-in-the-mail  kind 
of  syndrome,  not  only  the  United  States,  but  other  Western  na- 
tions. 

We  have  promised  a  lot  and  delivered  little.  I  looked  up  the  flash 
report  of  AID  as  of  March  31.  And  it  said  that  while  we  had  appro- 
priated $417  million  in  fiscal  1993  for  the  newly  independent 
states,  only  about  $52  million,  around  13  percent,  had  been  obli- 
gated to  date. 

In  fact,  only  13  percent  has  been  obligated.  Almost  none  has  been 
spent  as  yet.  Now,  we  are  halfway  through  the  fiscal  year.  We  have 
only  obligated  13  percent  of  the  existing  funds. 

You  want  to  completely  revamp  the  existing  program  of  aid  to 
the  former  Soviet  Union.  And  I  agree  with  you  on  that.  Does  it 
really  make  any  sense  to  add  $1.8  billion  this  year  in  additional 
funds?  Would  it  not  be  better  just  to  wait  and  do  the  whole  thing 
in  the  fiscal  year  1994  bill? 

Ambassador  Talbott.  Senator,  I  would  like  to  make  a  general 
observation  and  then  reply  to  the  specifics  of  the  fiscal  year  1992- 
93  funds. 

First  of  all,  I  think  it  is  not  so  much  an  excuse  as  an  explanation 
to  underscore  that  1992  was  a  somewhat  unusual  year,  in  that  we 
did  have  a  Presidential  election.  And  as  a  result  of  the  Presidential 
election,  we  did  have  a  transition. 

Senator  Leahy.  Well,  I  saw  that.  It  was  in  all  of  the  papers. 

Ambassador  Talbott.  A  transition  in  administration,  which 
made  a  process  which  does  not  move  with  breakneck  speed  any- 
way, a  little  slower  than  it  might  have  been  otherwise.  My  under- 
standing— and,  of  course,  this  is  before  I  came  into  the  Grovem- 
ment — is  that  a  lot  of  that  legislation  came  up  in  October,  which 
was  shortly  before  the  election.  And  that  did  slow  the  whole  thing 
down. 

However,  while — I  will  now  speak  about  fiscal  year  1992-93  com- 
bined. $700  million  of  that — there  was  $700  million  available 
through  those  two  accounts,  fiscal  year  1992-93.  And  all  $700  mil- 
lion have,  in  fact,  now  been  programmed. 

That  is,  they  have  been  assigned  to  projects.  And  of  that,  $280 
million  has  been  obligated,  which  means,  of  course,  committed  to 
specific  contracts.  And  there  is  an  additional  $335  million  which  is 
about  to  be  obligated.  And  I  would  be  very  glad  to  have  my  col- 
leagues get  back  to  you  with  the  substantiating  details  on  that. 


241 

Let  me  say  that  President  Clinton  has  taken  a  very  real  and  per- 
sonal interest  in  precisely  this  matter.  He  wants  to  make  sure  that 
programs  that  he  is  associated  with  and  that  he  is  pushing  have 
a  prompt,  real  world,  on-the-ground  impact. 

And  he  has  been  quite  insistent  that  his  administration  monitor 
this  very  closely.  He  has  asked  for  regular  reports  to  see  to  it  that 
the  Vancouver  package  move  as  quickly  as  possible. 

And  I  think  it  would  be  completely  appropriate  and  completely 
in  the  spirit  of  the  consultations  that  we  are  having  that  we  pro- 
vide you  with  tracking  reports  of  the  same  kind. 

TRACKING  THE  AID 

Senator  Leahy.  Well,  yes.  I  would  like  to  see,  of  the  relatively 
small  amount  of  money  that  has  actually  been  spent,  just  what  it 
was  used  for  and  how  well  are  we  able  to  track  it. 

I  do  not  want  to  spend  money  simply  for  the  sake  of  spending 
money;  nor  do  you.  Aiid  I  suppose  one  advantage  of  having  money 
that  has  been  appropriated  but  not  obligated  or  spent  is  that  it  al- 
lows us  to  keep  bringing  it  up  into  a  package  and  promising  it 
again.  But  sooner  or  later,  we  are  going  to  use  it. 

I  hear  stories  of  black  marketeering,  of  money  going  into  Swiss 
or  London  bank  accounts,  of  resources  smuggled  out  of  the  former 
Soviet  Union,  or  bureaucrats  taking  the  money  and  it  never  going 
to  the  people  as  intended. 

So  I  would  like  as  much  information  as  you  have  available.  I  do 
not  want  you  to  go  on  a  crusade  on  this,  but  I  would  like  to  see 
the  information  you  have  available  showing  where  the  money  has 
already  been  spent,  and  give  us  some  idea  of  how  we  are  tracking 
it. 

As  you  may  recall,  one  of  the  criticisms  I  had  of  the  earlier  pro- 
grams of  the  former  administration  was  that  some  80  to  85  dif- 
ferent projects  were  proposed  by  different  people  or  departments. 
It  appeared  to  me  that  we  may  be  providing  an  aid  program  for 
Foggy  Bottom,  but  not  an  aid  program  for  the  former  Soviet  Union. 
And  that  we  do  not  want  to  do. 

OIL  AND  GAS  SECTOR 

I  have  also  seen  some  press  reports  that  we  are  going  to  enter 
a  $2  billion  Exim  program  to  get  Russian  gas  and  oil  production 
up  again.  You  have  discussed  some  of  this  with  Senator  Mack.  I 
recommended  something  like  that  in  my  memorandum  to  the  Presi- 
dent. In  fact,  I  think  if  we  have  a  copy  of  that,  let  us  include  it 
in  the  record  at  this  point. 

[The  information  follows:] 

[Memorandum] 

To:  The  President  of  the  United  Stated,  President  Wilham  Clinton. 
From:  Senator  Patrick  Leahy. 
Subject:  Assistance  to  Russia. 

STRATEGIC  OBJECTIVES 

Presently,  we  are  trjdng  to  do  too  much  with  too  little,  and  we  are  having  little 

Sositive  impact.  In  fact,  through  commercial  credits  we  are  actually  making  the 
:ussian  financial  situation  worse  by  adding  more  short  term  debt. 
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During  the  last  administration  U.S.  assistance  to  Russia  had  little  focus  because 
so  many  people  and  agencies  pursued  individual  agendas  and  little  happened  as  a 
result.  Consequently,  today  in  Russia  many  think  the  U.S.  is  great  on  promises  and 
weak  on  delivery.  By  avoiding  this  trap  the  Clinton  Administration  can  have  a  far 
greater  effect. 

The  U.S.  assistance  program  should  be  immediately  restructured  to  address  the 
short  term  and  longer  term  needs.  There  are  a  number  of  decisions  that  you  will 
have  to  make  to  provide  this  essential  assistance,  and  many  of  these  will  not  be  pop- 
ular or  easy  choices. 

In  the  short  term,  we  need  to  provide  rapid  assistance  which  has  maximum  direct 
impact  on  people  and  to  send  a  message  of  hope. 

Our  longer  term  strategy  should  focus  U.S.  aid  on  modernizing  key  sectors  of  the 
Russian  economy,  helping  provide  a  social  safety  net  to  ease  the  human  costs  of  re- 
forming the  Russian  economy,  on  meeting  U.S.  national  security  needs  through  nu- 
clear weapons  and  reactor  safety,  and  on  building  the  essential  institutions  of  a 
democratic  society.  The  goal  of  this  program  should  be  to  restore  Russia  to  a  com- 
mercial market  for  U.S.  products,  based  on  a  realistic  assessment  of  their  ability  to 
repay  commercial  debt. 

SHORT  TERM— ADMINISTRATIVE  ACTIONS 

Provide  needed  agricultural  commodities  to  Russia 

The  Administration  can  take  immediate  action  to  provide  assistance  to  Russia  in 
the  short  term,  prior  to  a  restructuring  of  their  official  debt. 

Faced  with  mounting  delinquencies  under  the  GSM- 102  short-term  agricultural 
export  credit  guarantee  program,  the  Administration  should  immediately  shift  from 
these  commercial  guarantees  to  direct  grants  or  long-term  loans  through  the 
concessional  Food  for  Progress  Program. 

However,  there  is  an  immediate  need  to  provide  additional  funds  for  transpor- 
tation and  otJier  non-commodity  expenses  under  the  Food  for  Progress  program. 

To  meet  this  need,  the  Administration  should  use  its  extraordinary  "notwithstand- 
ing" authority  in  the  Freedom  Support  Act  to  transfer  fiscal  year  1993  Foreign  Op- 
erations funds  to  offset  partially  additional  subsidy  costs. 

In  addition,  we  should  enact  legislation  to  waive  the  Food  for  Progress  transpor- 
tation cap,  and  find  the  necessary  offsets  for  subsidy  costs  of  the  waiver  through 
an  Executive  waiver  of  cargo  preference  requirements,  shift  in  Export  Enhancement 
Program  subsidies,  or  declaration  of  emergency. 

I  would  strongly  encourage  the  Administration  to  use  their  existing  authority  to 
sell  a  portion  of  commodities  shipped  under  this  program  to  provide  local  currencies 
for  humanitarian  and  development  purposes. 

Strong  U.S.  leadership  in  multilateral  aid  process 

The  United  States  should  press  for  Paris  Club  rescheduling  of  Russian  debt  by 
April.  In  these  negotiations,  the  United  States  should  explore  with  Paris  Club  a 
short  term  moratorium  on  interest  accrual  on  rescheduled  FSU  debt.  The  Adminis- 
tration should  not  unilaterally  reschedule  or  separate  FSU  debt  outside  the  Paris 
Club  negotiations,  but  support  quick  resolution  of  those  multilateral  negotiations 
and  the  subsequent  bilateral  negotiations. 

The  United  States  should  seek  necessary  agreements  to  have  other  donors  pay 
their  fair  share  of  Russian  aid  bill  at  the  Tokyo  G-7  Foreign  and  Finance  Ministers 
meeting,  including  taking  the  lead  on  establishing  an  International  Social  Safety 
Net  Fund.  The  Social  Safety  Net  Fund  should  be  linked  to  economic  reform  meas- 
ures by  Russia  and  targeted  at  groups  most  vulnerable  to  the  impact  of  reforms. 

The  United  States  should  seek  to  either  schedule  an  early  Gr-7  Summit  or  move 
up  the  July  Economic  Summit,  to  make  the  agendas  focus  on  aid  to  Russia,  and  in- 
vite Yeltsin  as  a  full  scale  participant. 

LONGER  TERM  ACTIONS 

Commercial  agricultural  export  programs 

After  Russia's  official  debt  is  rescheduled  through  the  Paris  Club,  and  as  a  supple- 
ment to  concessional  food  aid  programs,  we  should  legislatively  establish  a  revolving 
fund  for  Russia  to  promote  commercial  exports  of  U.S.  agricultural  commodities  and 
to  generally  promote  economic  reforms  in  those  countries,  such  as  the  sale  of  com- 
modities through  the  private  sector.  As  Russia's  ability  to  pay  is  established, 
concessional  food  aid  programs  should  be  phased  down  in  favor  of  commercial  export 
assistance  programs. 
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I  think  that  the  Secretary  of  Agricultiire  should  administer  this  revolving  fund 
through  the  Commodity  Credit  Corporation,  and  could  provide  loans  or  guarantees 
on  commercial  terms  of  up  to  ten  years.  In  addition  to  the  initial  authorization,  the 
amount  of  credits  or  guarantees  available  in  the  fund  may  be  increased  by  (1) 
amounts  Russia  pays  back  to  the  funds  fi:t)m  loans  made  with  the  initial  authoriza- 
tion; and  (2)  amounts  Russia  repays  of  debt  owed  to  or  guaranteed  by  the  Commod- 
ity Credit  Corporation. 

The  revolving  fund,  as  opposed  to  more  short  term  agricultural  export  credit  guar- 
antees, could  support  our  agricultural  exports  to  this  market  while  encouraging 
Russia  to  repay  its  outstanding  GSM  debt  and  meet  Paris  Club  repayment  sched- 
ules. The  overall  level  of  exposure  to  U.S.  taxpayer  should  be  capped. 

Concessional  assistance  of  $1  billion. — Congress  and  the  Administration  should 
work  together  to  raise  fiscal  year  1994  grant  assistance  level  for  Russia  to  $1  billion 
to  promote  reforms  in  Russia  in  the  key  sectors  of  economic  development  of  its  agri- 
ciilture  and  energy  sectors,  to  provide  an  international  social  safety  net,  to  meet 
U.S.  national  security  needs  through  nuclear  weapons  and  reactor  safety,  and  to 
build  the  essential  institutions  of  a  democratic  society. 

Of  this  $1  billion  a  portion  should  be  used  to  meet  subsidy  costs  of  a  targeted 
concessional  food  aid  program.  The  concessional  food  aid  programs  should  be  used 
to  achieve  reform  objectives,  and  linked  to  performance  on  a  reform  agenda.  Grant 
assistance  should  be  focused  to  provide  technical  support  to  the  reform  agenda.  U.S. 
grant  assistance,  and  indeed,  all  U.S.  assistance,  should  be  carefully  coordinated 
with  the  assistance  provided  by  other  multilateral  and  bilateral  donors,  and  there 
should  be  a  deliberate  division  of  labor  to  avoid  duplication  and  wasted  effort. 

Of  the  remaining  fiscal  year  1994  grant  assistance,  we  should  target  this  assist- 
ance to  four  key  sectors: 

— International  Social  Safety  Net  Fund,  linked  to  specific  economic  reform  meas- 
ures, particularly  privatization  and  defense  conversion.  Target  vulnerable  sec- 
tors of  society,  particularly  pensioners,  unemployed,  children; 

— Modernization/privatization  of  productive  sectors  of  Russian  economy,  particu- 
larly energy,  natural  resources,  agriculture; 

— Democratization,  particularly  free  media,  free  labor  unions,  civic  organizations, 
government  accountability;  and 

— Nuclear  safely,  including  weapons  dismantling  and  safety,  and  nuclear  reactor 
and  waste  safety. 

Additional  support  for  concessional  EXIM  and  OPIC  programs. — If  the  Adminis- 
tration is  prepared  to  develop  new  concessional  EXIM  and  OPIC  loan,  guarantee 
and  insurance  programs  for  Russia,  I  will  support  broad  use  of  existing  Presidential 
waiver  authority  to  reprogram  fiscal  year  1993  Foreign  Operations  appropriated  dol- 
lars and  to  use  fiscal  year  1994  Foreign  Operations  appropriated  dollars  to  meet  ad- 
ditional subsidy  costs  that  may  arise  from  such  programs.  Before  such  programs  can 
become  effective,  it  will  be  necessary  for  the  Administration  to:  seek  in  the  OECD 
a  temporary  waiver  for  Russia  of  the  Tied  Aid  agreement  to  permit  tied  concessional 
assistance  programs  for  three  years;  support  EXIM  participation  in  co-financing  of 
World  Bank  projects  on  a  concessional  basis,  provided  the  OECD  will  grant  a  tem- 
porary waiver  of  the  tied  aid  prohibition  on  assistance  to  Russia;  and  seek  in  the 
World  Bank  a  waiver  of  its  prohibition  on  the  use  of  "negative  pledge"  to  allow 
EXIM  to  secure  concessional  financing  arrangements  to  the  Russian  gas  and  oil  in- 
dustry on  pledged  sales  contracts. 

The  OECD  and  World  Bank  are  likely  to  resist  such  waivers  and  it  will  take 
strong  U.S.  pressure  to  secure  their  agreement. 

Enhanced  use  of  barter  authorities. — We  can  develop  programs  that  will  provide 
poUtical  risk  guarantees  through  OPIC,  U.S.  Department  of  Agriculture,  and  other 
agencies  for  extended  barter  arrangements,  including  barter  of  agricultviral  commod- 
ities today  for  future  deliveries  of  Russian  goods. 

I  would  propose  legislation  to  create  a  clearing  house  for  information  and  tech- 
nical assistance  to  facilitate  barter  deals  in  the  Department  of  Agriculture.  The  De- 
partment should  explore  ways  to  encourage  barter  arrangements  of  U.S.  agricul- 
tural commodities  through  third  country  participants. 

EXIM  OIL  AND  GAS  AGREEMENT 

Senator  Leahy.  I  think  a  lot  could  be  done  in  helping  them  with 
the  oil  and  gas  industry.  It  would  help  our  own  jobs  market  here. 
But  where  is  Exim  going  to  get  the  subsidy  appropriation  necessary 
to  cover  such  a  large  venture,  to  cover  a  $2  billion  venture? 
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Ambassador  Talbott.  I  am  going  to  ask  Mr.  Speckhard,  once 
again,  to  help  me  on  that. 

Let  me  first  say  something,  though,  about  the  close  as  possible 
supervision  of  how  the  money  is  spent.  First  of  all,  under  the  Free- 
dom Support  Act,  about  three  quarters  of  those  programs  are  not 
targeted  on  the  private  or  at  least  the  nongovernmental  sector, 
which  means  that  there  is  a  somewhat  higher  degree  of  confidence 
that  it  will,  indeed,  get  exactly  where  we  intend  it. 

Now,  also  the  Gr-7,  as  of  last  week,  is  considering  an  American 
proposal  to  establish  in  Moscow  what  we  are  calling  a  support  im- 
plementation office,  which  would  be  staffed  by  representatives  of 
the  Gr-7  countries. 

It  would  have  the  appropriate  support.  And  its  purpose  would  be 
to  make  sure  that  the  multilateral  programs  that  we  are  talking 
about  are,  indeed,  implemented  in  the  way  that  we  want  and,  in- 
deed, the  way  that  the  Russian  Governments  wants. 

Mr.  Speckhard.  Thank  you,  Mr.  Chairman. 

On  the  oil  and  gas  announcement  that  was  made  in  Tokyo,  the 
funds  required  for  appropriation  for  the  subsidy  for  that  program 
have  already  been  made  in  fiscal  year  1993  to  get  that  program  off 
the  ground. 

I  think  the  Eximbank  anticipates  that  they  will  be  able  to  move, 
roughly,  $500  million  worth  of  guarantees  this  year  for  the  oil  and 
gas  industry.  They  believe  that,  given  their  existing  plans  and  cur- 
rent levels  of  funding,  that  they  will  also  be  able  to  support  the 
continuation  of  that  program  in  1994,  without  an  expanded  pro- 
gram. 

Senator  Leahy.  Does  that  mean  that  Exim  expects  a  higher  ap- 
propriation because  of  this? 

Mr.  Speckhard.  No;  that  is- 


Senator  Leahy.  Does  it  mean- 


Mr.  Speckhard.  It  is  exactly  the  opposite.  The  $2  billion  in  the 
current  plan 

Senator  Leahy.  Are  they  going  to  have  to  cut  any  other  programs 
to  do  this? 

Mr.  Speckhard.  Not  that  I  know  of,  sir.  I  think  this  is  already 
in  their  current  plans.  What  I  would  say,  though,  is  that 

Senator  Leahy.  I  do  not  recall  anything  like  that  being  planned 
for  1993.  I  am  sorry  for  interrupting  you,  but  I  just  want  to  make 
sure  that  we  are  not  about  to  cut  out  other  Exim  programs. 

Mr.  Speckhard.  OK. 

Senator  Leahy.  OK. 

Mr.  Speckhard.  We  can  get  back  to  you  on  more  details  with 
that,  sir.  I  think  part  of  what  Eximbank  does  is  it — as  you  know, 
it  cannot  forecast  with  100  percent  reliability  ahead  of  the  year 
which  contracts  are  going  to  come  through  or  which  guarantees 
and  commitments  are  going  to  be  made. 

They  have  not  indicated  to  us  if  they  are  cutting  out  any  particu- 
lar planned  commitments  to  other  exports  or  programs.  One  thing 
I  would  like  to  add,  though,  is  that  as  part  of  what  was  announced 
in  Tokyo,  one  of  the  things  that  we  would  like  to  talk  to  Congress 
about  is  allowing  Eximbank  to  move  into  other  areas,  besides  oil 
and  gas,  other  areas  that  are  important  to  U.S.  business,  or  tele- 
communications and  mineral  extraction. 
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Senator  Leahy.  I  will  ask  for  the  breakdown  from  Exim,  because 
I  do  not  recall  in  their  briefings  for  us  that  they  had  anv  provisions 
for  a  program  this  large  in  the  money  they  presently  have  appro- 
priated for  them. 

Mr.  Speckhard.  You  are  certainly  correct  on  the  $2  billion  fig- 
ure. On  the  $500  million  where  they  think  they  can  move  this  year, 
they  have  told  us  they  have  the  funds. 

Senator  Leahy.  Well,  where  is  the  other  $1.5  billion? 

Mr.  Speckhard.  That  would  come  from  their  1994  budget  re- 
quest. 

Senator  Leahy.  Well,  will  they  be  requesting  extra  budget  au- 
thority in  1994  just  for  that? 

Mr.  Speckhard.  It  is  currently  in  their  current  budget  request 
that  was  sent  up  to  Congress  before  the  Tokyo  announcement. 

Senator  Leahy.  This  is  interesting,  because  I  am  advised  that 
their  request  for  1994  is  less  than  it  was  for  1993.  Does  that  mean 
they  are  going  to  cut  out  everything  else? 

Mr.  Speckhard.  No;  in  fact,  their  request  for  1994  is  less  in 
terms  of  budget  authority.  However,  they  expect  that  that  same 
amount  of  budget  authority  can  support  $1  billion  in  additional 
guarantees,  because  of  the  interest  rates  in  the  market  and  the 
current  other  economic  assumptions. 

Senator  Leahy.  Well,  I  hope  so 

Mr.  Speckhard.  We  will  get  back  to  you. 

Senator  Leahy  [continuing].  Because  as  I  said  earlier  we  are 
down  to  about  $200  million  to  cover  the  $1.8  billion  of  the  adminis- 
tration's request  for  the  former  Soviet  Union.  And  depending  on 
what  we  have  in  Exim,  we  could  be  down  to  a  negative  $200  mil- 
lion to  cover  the  $1.8  billion. 

G-7  PLEDGES  TO  AID  RUSSIA 

Most  of  the  accounting  I  learned  was  in  sort  of  a  crash  course, 
when  I  was  prosecuting  somebody  for  embezzlement,  but  a  lot  of 
it  is  suddenly  coming  back  here.  I  wanted  to  make  sure  how  all  of 
these  numbers  add  up.  Incidentally,  I  see,  according  to  the  press, 
that  the  total  amount  pledged  by  the  industrialized  countries  at 
Tokyo  is  around  $30  billion. 

Some  of  this  is  loans  from  the  World  Bank  and  the  IMF.  The 
Japanese  will  loan  money,  providing  you  use  it  to  buy  their  goods 
and  help  their  employment  and  keep  their  industries  going.  Some 
of  it  will  be  grant  aid.  We  have  talked  about  grant  aid  that  we  are 
giving  here.  What  amount  of  grant  aid  are  the  Japanese,  the  Euro- 
peans, and  the  oil  rich  Arab  countries  giving?  They  all  have  an  in- 
terest in  a  stable  Russia. 

Ambassador  Talbott.  I  do  not  have  a  breakdown  between  grant 
aid  and  credits  and  export  support  and  that  kind  of  thing.  And  we 
will — ^but  we  will  get  it  for  you.  Let  me  make,  if  I  may,  a  couple 
of  general  comments. 

First  of  all,  the  G— 7,  we  feel,  has  made  a  good  start,  but  we  cer- 
tainly feel  that  there  is  more  that  can  and  should  be  done  by  our 
partners.  And  we  have  made  two  specific  proposals  in  Tokyo  last 
week,  one  of  which — maybe  both  of  which  I  have  mentioned. 

But  one  is  that  we  are  hoping  that  the  G-7  will  come  up  with 
another  $1.5  billion  in  support  for  the  special  privatization  fund. 
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And  the  other  is  that  we — ^the  United  States  has  already  commit- 
ted $1.2  bilHon  under  the  Nunn-Lugar  Act  for  the  safe  dismantle- 
ment of  nuclear  weapons.  And  we  would  hope  the  Gr-7  could  do  at 
least  as  much  as  well. 

The  Japanese  have,  of  course,  a  history,  a  very  problematic  his- 
tory in  their  relationship  with  Russia,  because  of  the  territorial  dis- 
pute over  the  northern  territories. 

AID  FROM  JAPAN 

Senator  Leahy.  They  really  think  if  they  suddenly  have  a 
neonationalist  government  take  over  in  place  of  Boris  Yeltsin  that 
they  are  going  to  have  somebody  more  eager  to  do  something  with 
them  about  those  islands?  I  throw  that  out  simply  as  a  rhetorical 
question. 

Ambassador  Talbott.  No;  I  would  respond  to  that  in  this 
way 

Senator  Leahy.  The  Japanese  also  have  a  history  of  selfishness 
when  it  comes  to  grant  aid  to  any  countries.  You  do  not  have  to 
respond  to  that. 

Ambassador  Talbott.  Senator  Leahy,  I  think  that  the  Japanese 
have  shown  real  movement  and  real  leadership  now  that  they  have 
the  chair  of  the  G— 7.  And  they  have  shown  it  in  two  ways. 

First  of  all,  their  bilateral  problems  with  Russia  had  until  re- 
cently prevented  them  from  doing  virtually  anything  bilaterallv 
with  Russia.  Yet,  at  Tokyo  last  week,  they  did  come  forward  witn 
a  $1.8  billion  package  of  their  own. 

Now,  as  you  point  out,  a  lot  of  that  is  export  credits,  and  a  rather 
small  percentage  of  it  is  grant  assistance.  Only  $100  million  of  it 
is  for  safe  dismantlement  of  nuclear  weapons.  We  feel  that  they 
ought  to  be  able  to  do  something  like  $1  billion. 

Senator  Leahy.  I  agree  on  that.  Part  of  my  problem  is  that  last 
year,  a  big  part  of  the  $24  billion  that  all  of  the  countries  had  got- 
ten together  and  pledged  to  Russia  was  loans  from  the  World  Bank 
and  from  IMF. 

A  lot  of  that  money  never  materialized.  It  made  a  great  press  re- 
lease. It  was  $24  billion  and  so  on  and  so  forth,  but  they  could  not 
meet  the  conditions.  So  they  never  got  the  money. 

For  the  grant  aid,  they  can.  Now,  the  United  States  gives  about 
20  percent  of  our  aid  as  grants.  I  believe  the  United  Kingdom  gives 
about  20  percent  grant  aid.  Japan,  with  all  of  their  wealth,  gives 
about  1  percent. 

And  once  the  economy  improves  in  Russia,  a  lot  of  these  IMF  or 
World  Bank  loans  will  be  helpful;  but  until  that  happens,  grant  aid 
is  what  they  are  going  to  see  far  more  of.  And  that  is  my  only  con- 
cern. 

SOCIAL  SAFETY  NET 

We  should  be  looking  at,  all  of  us,  some  of  the  humanitarian  aid. 
If  they  start  doing  the  economic  reforms  that  you  and  I  and  every- 
body in  this  room  would  agree  they  need  to  do,  you  know  that  there 
are  going  to  be  a  lot  of  people  thrown  out  of  work,  at  least  initially. 

There  are  going  to  be  a  lot  of  people  who  are  going  to  see  their 
costs  of  food  and  energy,  and  even  housing,  going  up.  And  in  the 
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period  of  time  it  takes  them  to  adjust  to  those  new  realities,  or  be- 
cause of  their  ages  or  otherwise,  they  may  not  be  able  to  adjust, 
we  are  going  to  need  some  kind  of  a  humanitarian  cushion,  or  the 
Russian  Government  is  going  to  have  to  provide  it. 

I  do  not  think  they  are  in  a  position  to  do  so.  If  the  phrase  "social 
safety  net"  bothers  people,  I  will  not  use  it.  Let  us  talk  about  hu- 
manitarian aid  and  also  talk  about  the  fact  that  you  have  been  su- 
perb in  coming  here  and  spending  this  amount  of  time.  I  might  also 
applaud  the  amount  of  effort  that  you  have  spent  not  only  with  me, 
but  with  a  lot  of  other  Senators,  in  briefings  and  with  other  kinds 
of  help. 

I  am  also  very  appreciative  of  the  amount  of  time  the  President 
has  spent  personally,  not  only  with  me,  but  with  Republicans  and 
Democrats  alike  in  this. 

Let  me  emphasize  that  I  believe  you  have  strong  bipartisan  sup- 
port in  the  Senate  for  a  Russia  aid  package.  I  believe,  though,  that 
we  are  going  to  have  to  make  absolutely  sure  we  do  it  right  the 
first  time  around. 

We  have  to  get  the  numbers  a  lot  clearer  than  they  are.  And 
then  the  case  has  to  be  made  to  the  American  public. 

Ambassador  Talbott.  Thank  you,  Mr.  Chairman.  Please  assure 
Senator  McConnell  that  I  look  forward  to  spending  a  lot  of  time 
with  him,  too. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Leahy.  I  suspect  that  that  will  probably  happen.  Thank 
you. 

There  will  be  some  additional  questions  which  will  be  submitted 
for  your  response  in  the  record. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 
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ADDITIONAL  COMMITTEE  QUESTIONS 

Q.   Ambassador  Talbott,  let's  assume  for  a  moment  that  you  get 
every  dollar  you  have  asked  for,  which  totals  over  $4.1  billion 
in  FY93  and  FY94  money. 

What  is  the  administration's  strategy  for  helping  reform  in 
Russia?   What  are  we  trying  to  do  with  our  aid  that  will 
advance  reform? 

What  concrete  results  can  we  expect  from  this  aid  in  terms  of 
strengthening  democracy,  progress  towards  privatization  of 
industry  and  agriculture,  improved  commercial  investment?   How 
can  we  measure  whether  or  our  assistance  is  achieving  results? 

A.   Our  goal  of  advancing  reform  in  Russia  demands  that  we 

provide  assistance  to  reformers  wherever  they  might  be.   This 

means  that  our  programs  will  be  reaching  to  the  grassroots 

level  to  demonstrate  that  democracy  and  a  market  economy  go 

hand  in  hand  and  that  there  is  a  chance  for  these  reforms  to 

succeed.   Our  humanitarian  assistance  helps  to  alleviate 

immediate  needs  and  to  convince  the  the  general  population  in 

Russia  that  the  people  of  the  United  States  care  about  the 

reforms  now  underway  in  Russia  and  that  we  are  willing  to 

provide  the  necessary  support  to  make  sure  that  they  succeed. 

Our  assistance  will  be  "demand  driven".   This  means  that 
assistance  will  be  provided  to  those  individuals  and  countries 
that  are  committed  to  reform.   For  example,  we  will  not  provide 
assistance  in  privatization  to  a  nation  unless  that  nation 
makes  a  serious  commitment  to  a  privatization  program. 
Similarly;  economic  reform  advisers  will  not  be  sent  to  a 
country  that  is  not  serious  about  economic  reform.   In 
addition,  our  programs  are  designed  to  be  flexible  so  that  we 
can  be  responsive  to  new  reguests  as  they  come  in. 

Our  rule  of  law,  public  administration,  and  other  democracy 
programs  are  helping  to  put  into  place  the  framework  for  a 
functioning  democracy.   While  we  provide  much  of  this 
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assistance  at  the  local  level,  we  also  work  at  the  republic 
level  when  appropriate.   Democracy  building  programs  include 
assistance  in  drafting  legislation  that  is  essential  to  a 
democratic  system  and  providing  technical  assistance  and 
training  to  the  Chiefs  of  Staff  of  several  NIS  Presidents.   We 
have  also  provided  legal  advisers  to  work  with  the 
parliamentary  committees. 

In  sectors  such  as  agriculture  and  housing  we  are  providing 
long  and  short-term  assistance  to  put  into  place  the  legal 
framework  necessary  to  privatize  housing  and  agriculture 
systems.   We  have  sent  long-term  housing  and  agriculture 
advisers  to  Russia  and  have  complemented  this  with  teams  of 
short-term  advisers  and  experts.   The  Farmer-to-Farmer  program 
alone  has  sent  over  100  volunteers  to  Russia  over  the  past 
year. 

Encouraging  commercial  investment  is  another  of  the 
cornerstones  of  our  assistance  strategy.   In  the  NIS  assistance 
program,  more  than  in  any  other  assistance  program  to  date,  we 
have  made  a  concious  effort  to  engage  the  U.S.  private  sector 
in  the  delivery  of  assistance.   In  addition,  we  are  using 
traditional  as  well  as  innovative  ways  to  promote  trade  and 
investment  in  Russia.   The  Trade  and  Development  Agency, 
Overseas  Private  Investment  Corporation,  and  Department  of 
Commerce  are  all  actively  engaged  in  the  NIS.   We  have  also 
developed  specific  projects,  such  as  the  Food  Systems 
Restructuring  Project  (FSRP) ,  that  are  designed  to  promote 
investment  in  the  NIS.   The  FSRP  promotes  investment  in  the 
agriculture/agribusiness  sector. 


i  Although  it  is  early  to  measure  results,  we  do  have  positive 
indications  that  our  overall  assistance  strategy  is  working. 
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We  have  heard  from  numerous  Russian  interlocutors  that  they 
approve  of  and  encourage  the  grassroots  approach  we  are 
taking.   The  privatization  auctions  that  we  sponsored  in  Nizhni 
Novgorod  have  been  held  up  as  a  model  for  the  entire  country. 
The  advice  that  was  provided  by  our  housing  adviser  in  Russia 
was  instrumental  and  timely  in  shaping  the  legislation  that 
provides  the  sector-wide  policy  and  legal  structure  necessary 
for  the  further  development  of  the  private  housing  sector  in 
Russia. 

These  are  all  examples  of  how  the  U.S.  assistance  program  is 
already  bearing  fruit.   We  will  continue  to  monitor  these 
programs  and  adjust  them  as  necessary  to  ensure  that  they  are 
responding  to  the  changing  needs  in  Russia  and  continuing  to 
promote  the  reform  process.   The  success  of  the  political  and 
economic  reforms  in  Russia  depends  on  the  Russians  themselves, 
not  us.   Our  job  is  to  be  there  to  help  them  when  they  need  it 
and  that  is  exactly  what  we  are  trying  to  do. 

Q.  3.   Ambassador  Talbott,  one  of  my  major  recommendations  to 
the  President  was  that,  led  by  the  US,  the  West  establish  an 
international  social  safety  net  fund  to  help  the  most 
'vulnerable  sectors  of  Russia  society  as  it  undergoes  economic 
reform.   I  urged  that  a  Fund  by  targeted  at  the  pensioners, 
mothers  with  children,  and  the  unemployed,  to  give  them  food, 
minimal  shelter  and  basic  medical  care.   Instead,  I  see  a  US 
pledge  to  contribute  $500  million  to  a  privatization  fund  to 
assist  in  the  privatization  of  state  enterprises. 

This  is  .certainly  a  worthy  program,  but  the  victims  of 
privatization  of  state  enterprises  are  going  to  be  people 
unemployed  workers  and  their  families. 

How  do  you  intend  to  help  those  on  whom  the  impact  of 
economic  reform  falls  hardest? 

A.   At  the  Tokyo  G-7  Ministerial,  the  U.S.  proposed  the 
creation  of  a  Special  Privatization  and  Restructuring  Fund 
(SPRF)  which  would  be  financed  by  bilateral  contributions.   Our 
G-7  partners  have  agreed  to  study  the  SPRF  and  we  are  now 
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working  to  develop  support  for  the  idea  among  them.   The 
Administration  has  indicated  its  readiness  to  put  up  $500 
million  for  the  program,  contingent  on  other  G-7  support.   The 
fund  would  leverage  a  total  of  $2  billion  in  bilateral  G-7 
contributions  with  another  $2  billion  in  IBRD  and  EBRD 
co-financing. 

The  SPRF  is  an  effort  to  generate  multilateral  support  for 
the  privatization  of  large  state  enterprises  and  the  adjustment 
of  workers  and  local  communities  in  the  privatization  process. 
In  addition  to  direct  loans  to  enterprises  to  support 
restructuring,  the  SPRF  would  provide  grants  to  local  and 
regional  governments  to  fund  health  and  education  programs  in 
communities  hurt  by  privatization  of  large  enterprises,  local 
job  retraining  and  relocation  activities,  and  investment  in 
physical  infrastructure  and  economic  development  activities. 

The  U.S.,  together  with  other  G-7  members,  has  tried  to 
help  needy  Russians  through  bilateral  assistance  programs.   For 
example,  the  U.S.  Department  of  Agriculture  will  provide  $250 
million  in  grant  food  aid  to  Russia  in  Fiscal  Year  1993;  and 
Operation  Provide  Hope  is  currently  providing  4  million  Meals 
Ready-to-Eat  (MREs)  and  over  1  million  family  food  packages  to 
pensioners,  the  homeless,  single  parents  and  large  families  in 
Russia . 

Q.  4.   Ambassador  Talbott,  you  propose  putting  $500  million  of 
the  $1.8  billion  into  a  multilateral  fund  to  privatize  and 
restructure  state  enterprises.   This  is  contingent  on  other 
donors  coming  up  with  another  $1.5  billion,  which  you  say  will 
be  decided  by  July.   Are  there  any  other  pledges  yet? 

What  are  some  examples  of  state  enterprises  that  will  be 
privatized,  and  how  will  this  money  be  used? 

A.   In  the  run-up  to  the  July  G-7  Summit  in  Tokyo,  we  are 
working  to  develop  support  among  G-7  members  for  our  proposal 
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to  create  a  Special  Privatization  and  Restructuring  Fund 
(SPRF) .   Many  other  potential  donors  beyond  the  G-7  have  the 
means  and  self  interest  to  help  ensure  the  success  of  Russian 
reform  and  we  are  now  looking  at  ways  to  further  mobilize 
international  efforts.   When  our  efforts  have  progressed 
further,  we  will  share  the  results  with  you. 

Our  closest  allies  clearly  recognize  that  helping  Russia  is 
in  their  interests  as  well.   Canada,  Germany,  Japan  and  the 
United  Kingdom  each  have  announced  new  bilateral  aid  packages 
during  the  past  month.   Our  G-7  partners  together  with  the  EC 
have  provided  about  $52  billion  in  credits  and  assistance  to 
Russia  and  the  other  New  Independent  States. 

The  SPRF  is  an  effort  to  generate  multilateral  support  to 
promote  the  privatization  program  which  is  a  central  plank  of 
the  Yeltsin  Government's  reform  program.   It  is  designed  to 
help  restructure  enterprises  into  firms  that  operate  subject  to 
market  discipline  rather  than  relying  on  the  state  subsidies 
which  have  impeded  Russia's  efforts  to  stabilize  its  economy 
and  build  a  vibrant  private  sector.    The  SPRF  could  provide 
direct  loans  to  enterprises  to  support  restructuring  and  grants 
to  local  and  regional  governments  to  fund  programs  such  as 
worker  retraining.   The  SPRF  would  target  large  enterprises 
which  are  being  privatized,  including  the  very  largest 
enterprises.   For  example,  the  Zil  Auto  Works  and  the  Uralmash 
heavy  eguipment  manufacturing  complex  —  companies  with  103,000 
and  35,000  workers  respectively  —  which  are  now  being 
privatized  would  be  prime  candidates. 
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Q.  5.   Ambassador  Talbott,  the  IMF  set  aside  $6  billion  last 
year  for  a  ruble  stabilization  fund.   But  the  money  was  never 
used  because  Russia's  central  bank  has  not  adopted  the  monetary 
and  credit  controls  that  are  conditions  for  that  aid. 

Realistically,  how  likely  is  it  that  this 
stabilization  fund  will  ever  be  used  or,  if  it  is, 
that  it  will  have  its  intended  effect? 

How  is  it  to  be  used? 

A.   The  Tokyo  ministerial  reaffirmed  the  G-7  commitment  to  the 
ruble  stabilization  fund  (RSF)  as  one  of  the  pieces  of  a 
Western  assistance/credit  package  for  Russia.   Activation  of 
the  RSF  depends  on  the  Russian  government's  ability  to  take  the 
steps  necessary  to  tackle  the  fiscal  and  monetary  sources  of 
the  current  inflation  and  depreciation  of  the  ruble.   Russia  is 
working  with  the  International  Monetary  Fund  (IMF)  in  that 
direction.   We  expect  its  efforts  to  be  supported  by  the  new 
IMF  lending  program,  the  Systemic  Transformation  Facility  and 
then  by  a  more  complete  program,  a  stand-by  arrangement.   To 
date,  the  Russians  have  been  unable  to  take  advantage  of  the 
proposed  $6  billion  RSF  because  of  their  inability  to  control 
inflation. 

The  RSF  is  to  be  financed  under  the  IMF's  30-year-old 
General  Arrangements  to  Borrow  (GAB),  a  $24  billion 
supplementary  line  of  credit  from  the  G-10  countries  to  the 
IMF..   Last  summer,  the  G-10  approved  using  the  GAB  for  this 
purpose, -but  have  not  yet  set  up  the  RSF.   The  G-10  and  the  IMF 
envision  activating  the  RSF  once  a  stand-by  program  is  in  place 

and  sound  macroeconomic  policies  have  provided  the  basis  for  a 
stable  exchange  rate.   The  IMF,  working  with  representatives 
from  those  countries  contributing  to  the  RSF  through  the  GAB, 
will  oversee  the  management  and  use  of  the  RSF,  which  will  be 
created  under  IMF  auspices.   The  RSF's  existence  should  bolster 
confidence  in  the  ruble,  and  reinforce  credibility  of  Russia's 
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reform  program,  as  speculators  will  know  that  Russia  has  the 
means  to  defend  the  ruble.   However,  the  RSF  cannot  be  a 
substitute  for  sound  fiscal  and  monetary  policies,  which  are 
key  to  currency  stability.   Thus  use  of  the  RSF  will  require 
full  compliance  with  an  IMF  program. 

Q.  6.   Ambassador  Talbott,  a  major  concern  here  in  Congress  is 
the  withdrawal  of  Russian  troops  from  the  Baltics.   We  are  told 
the  problem  is  lack  of  housing  in  Russia. 

How  many  Russian  troops  remain  in  the  Baltics,  and  how  much 
aid  would  be  required  to  make  a  significant  dent  in  the  housing 
shortage  so  they  can  leave  the  Baltics?   How  many  soldiers 
would  receive  housing  in  what  period  time? 

Is  our  aid  conditioned  on  Russia  meeting  a  timetable  for 
the  withdrawal  of  their  troops  from  the  Baltics? 


A.   One  of  the  obstacles  to  Russian  troop  withdrawal  from  the 
Baltics  is  the  lack  of  housing  and  other  infrastructure  in 
Russia  to  support  these  troops,  whether  active  or  demobilized. 
Employment  is  also  a  consideration  for  those  being 
demobilized.   We  understand  that  the  officer  corps  does  not 
have  relocation  rights,  whereas  noncommissioned  officers  and 
conscripts  do. 

Recent  estimates  indicate  that  38,000  to  49,000  troops  and 
officers  remain  in  the  Baltics.   It  is  estimated  that  at  least 
10,000  units  would  be  required  for  Russian  officers  withdrawing 
from  these-.countries .   Non-commissioned  officers  and  conscripts 
may  return  to  their  previous  homes;  officers  based  abroad, 
however,  have  no  resettlement  rights.   Housing  is  required  for 
both  demobilized  officers  and  for  active  duty  military 
returning  to  Russian  bases. 

Thus  far,  the  U.S.  has  focused  on  the  problems  of 
demobilizing  officers  rather  than  active  duty  personnel.   The 
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German  government  is  providing  43,000  units  for  active  duty 
military  returning  to  Russia  from  the  former  East  Germany. 
Because  of  rapid  inflation,  it  is  difficult  to  determine  the 
amount  of  aid  necessary  to  solve  the  housing  problem.   In 
addition,  the  shortage  of  adequate  infrastructure  and  social 
services  to  support  additional  housing  and  increased  population 
must  be  addressed.   We  believe  that  our  G-7  package  request 
which  will  include  a  proposal  for  housing  construction  would 
make  a  visible  contribution,  permitting  us  to  construct  at 
least  several  thousand  housing  units  and  possibly  allowing  for 
some  provision  of  infrastructure.   It  is  not  our  intention  to 
solve  the  entire  problem. 

The  Foreign  Assistance  Act,  section  498A(b)(5)  requires 
that  the  government  of  Russia  make  significant  progress  on  the 
removal  of  Russian  or  Commonwealth  of  Independent  States  troops 
from  the  Baltic  states.   We  believe  that  there  has  been 
substantial  withdrawal  of  Russian/CIS  forces  from  the  Baltics 
over  the  past  six  months  despite  the  problems  stated  above. 
The  Byrd  Amendment  to  the  Foreign  Appropriations  Act  prohibits 
further  obligations  of  non-humanitarian  FY93  funds  to  Russia 
after  October  6,  1993  unless  all  Russian/CIS  forces  have 
withdrawn  from  the  Baltic  Republics  or  Russia  "has  completed 
negotiated  agreements  including  a  timetable  for  withdrawal  with 
each  of  those  governments."   The  Russians  have  committed  to 
withdrawing  forces  from  Lithuania  by  August  31,  1993  but  have 
not  yet  determined  timetables  with  Estonia  or  Latvia.   The  U.S. 
will  continue  to  urge  the  Russians  to  move  toward  agreements 
with  these  countries. 

Q.  7.     Ambassador  Talbott,  last  year,  the  Nunn-Lugar 
legislation  provided  $400  million  for  destroying  Russia's  nuclear 
weapons.   How  much  of  that  has  already  been  spent,  and  can  you 
give  me  an  idea  of  how  much  additional  money  you  think  should  be 
used  for  this? 
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A.   Nunn-Lugar  legislation  for  FY  92  and  93  provided  a  total  of 
$800  million  for  safety  and  secure  dismantlement  (SSD)  for  the 
FSU.   Thus  far.  Congress  has  been  notified  of  proposed 
obligations  totaling  $458.54  million  for  the  four  FSU  states 
certified  as  eligible  for  Nunn-Lugar  funds:   Belarus,  Kazakhstan, 
Russia  and  Ukraine.   In  general  terms,  the  U.S.  has  pledged  at 
least  $400  million  in  Nunn-Lugar  funds  for  Russia  and  at  least 
$175  million  for  Ukraine.   Also,  approximately  $75  million  has 
been  pledged  to  Belarus,  which  includes  $65  million  pledged  in 
the  wake  of  their  ratification  of  START  and  their  parliament's 
agreement  to  adhere  to  the  NPT  as  a  non-nuclear-weapon  state. 
These  pledges,  some  of  which  are  included  in  the  $458.54  million 
of  proposed  obligations,  total  at  least  $650  million  and  we 
believe  our  continued  engagement  with  all  four  states  to  develop 
other  SSD  projects  of  mutual  benefit  will  be  just  as  fruitful. 

The  Administration  has  requested  an  additional  $400  million 
in  funds  fpr  FY  94  to  continue  and  expand  cooperative  threat 
reduction  efforts  under  Nunn-Lugar.   This  reflects  the 
Administration's  strong  support  of  the  SSD  program  which  we  view 
as  an  integral  part  of  our  broad  policy  of  cooperation  with  these 
states.   We  are  also  seeking  relief  from  existing  legislation  to 
allow  us  to  quicken  the  pace  at  which  we  can  provide  assistance 
and  to  provide  greater  flexibility  and  responsiveness  in 
achieving  the   policy  goals  of  the  Nunn-Lugar  legislation. 


Q.   Ambassador  Talbott,  I  have  a  real  fear  that  our  aid  will 
continue  to  be  wasted  or  end  up  in  the  wrong  hands  in  Russia. 
How  do  we  get  our  aid  to  the  people  who  need  it?   In  your 
testimony  you  say  you  have  tried  to  use  nongovernmental 
organizations  to  the  greatest  extent  possible.   How  much  of 
this  aid  will  be  disbursed  through  nongovernmental  or  local 
government  channels?   What  portion  will  be  used  to  support  the 
creation  of  nongovernmental  organizations,  which  are  efficient 
in  getting  the  aid  to  the  people  who  need  it. 

A:   This  question  certainly  is  at  the  forefront  of  our  thinking 
as  we  develop  and  implement  our  humanitarian  and  technical 
assistance  programs  in  the  New  Independent  States  1   These 
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programs  which,  to  a  great  extent,  consist  oC  the  provision  oC 
foodstuffs,  medicines  and  medical  supplies  are  distributed  and 
monitored  by  US  private  voluntary  organizations.   For  example, 
many  of  the  USDA  assistance  programs.  Food  For  Progress  and 
Section  416,  are  implemented  by  US  private  voluntary 
organizations  who  are  responsible  for  the  oversight  of  the  food 
commodities.   Additionally,  the  US  PVO  Project  HOPE  implements 
a  medical  assistance  program  in  the  NIS.   Project  HOPE 
distributes  the  medical  assistance  directly  to  the  recipient 
hospitals  and  clinics.   Project  HOPE  also  oversees  the  use  of 
the  supplies  at  the  recipient  institutions  after  the  delivery 
as  well  as  perform  spot  checks  on  the  distribution  of  the  aid. 
Approximately  85  percent  of  the  total  humanitarian  assistance 
activities  are  channeled  through  US  PVOs  in  FY  92. 

Within  our  technical  assistance  programs,  we  are  supporting 
a  PVO  program  that  will  enhance  indigenous  capabilities  to 
provide  humanitairan  and/or  development  assistance  through  the 
institutional  development  of  local  NGOs .   The  PVO  program 
encourages  the  targetting  of  vulnerable  populations  such  as 
infants  and  children,  the  elderly,  the  handicapped  and  the 
unemployed  as  well  as  fostering  voluntarism.   We  believe 
programs  such  as  these  will  support  the  creation  of  indigenous 
non-governmental  organizations  in  the  NIS.   To  date,  $15 
million  has  been  provided  to  support  activities  under  this 
program. 

Q.  9.   Ambassador  Talbott,  besides  the  economic  reform 
conditions  required  for  IMF  and  World  Bank  loans,  what 
conditions  are  attached  to  our  aid?   Do  we  seek  any  assurances 
from  the  Russians  that  they  will  support  our  policy  in  Bosnia? 
What  about  on  other  foreign  policy  matters,  like  further 
reductions  in  nuclear  and  conventional  weapons,  limits  on 
weapons  sales  to  countries  that  are  hostile  to  the  United 
States,  abiding  by  international  environmental  agreements? 

A.   Both  the  authorization  and  the  appropriation  bills  for  our 
assistance  programs  for  Russia  require  the  President  to  certify 
that  certain  standards  are  being  met.   The  Freedom  Support  Act 
lists  eleven  categories  —  from  progress  on  democratic 
institutions  to  adherence  to  arms  control  agreements  —  the 
President  must  take  into  consideration  in  providing 
assistance.   The  Act  also  lists  grounds  for  ineligibility, 
which  include  failure  to  make  significant  progress  on 
withdrawal  of  Russian  troops  from  the  Baltic  states.   In 
addition,  the  Cuban  Democracy  Act  restricts  our  support  of  any 
country  that  provides  assistance  to  Cuba,  and  the  Iran-Iraq 
Arms  Non-Prolif eration  Act  restricts  support  of  any  country 
that  provides  Iran  or  Iraq  with  advanced  technology  and  weapons. 
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The  administration  does  not  believe  that  the  concept  of 
assistance  to  Russia  should  be  contingent  upon  Russia's  success 
in  obtaining  Serbian  compliance  with  UN  mandates.   Throughout 
the  conflict,  the  Russian  Government  has  generally  been 
cooperative  and  committed  to  working  with  us  to  reach  a 
negotiated,  political  settlement  to  end  the  fighting. 

Serbian  Embargo:   I  read  a  report  in  the  press  that  the  Ukraine 
is  suspected  of  sending  oil  to  Serbia,  in  violation  of  the 
embargo.   Do  you  have  confirmation  of  that?   Is  our  aid  to 
Russia  and  the  other  republics  conditioned  upon  their 
compliance  with  the  embargo  against  Serbia? 

Answer;   We  have  no  confirmation  that  the  governments  of 
Ukraine,  Russia  or  any  of  the  other  new  republ^ics  have  violated 
the  embargo  against  Serbia.   We  recognize  that  there  have  been 
cases  of  sanctions  violations,  but  our  information  suggests 
that  these  incidents  have  occurred  in  spite  of  individual 
governments'  efforts  to  enforce  sanctions,  not  because  the 
governments  condone  or  participate  in  shipping  embargoed 
materials  to  Serbia.   The  question  of  conditioning  our  aid  to 
Russia  and  the  other  republics  upon  their  compliance  with 
Serbian  sanctions  has  not  arisen,  given  their  positive  approach 
trying  to  help  resolve  the  conflict  in  former  Yugoslavia  — 
including  in  the  case  of  Russia  and  Ukraine  contributing  troops 
to  U.N.  peacekeeping  activities. 

Q.  11.   Ambassador  Talbott,  of  the  $1.6  billion  announced  at 
Vancouver,  $5  million  is  to  pay  for  officials  of  U.S. 
commercial  banks  to  train  Russian  banking  executives.   Are  we 
going  to  pay  the  salaries  of  these  U.S.  bankers? 

A.   The  $5  million  bankers  training  initiative  announced  at  the 
Vancouver  Summit  includes  two  training  activities  for  Russian 
banking  executives  and  employees.   The  training  will  take  place 
both  in  the  United  States  and  in  Russia.   One  activity  is  a 
grant  to  the  Financial  Services  Volunteer  Corps  (FSVC)  to 
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provide  training  for  250  Russian  bankers  in  the  United  States 
this  summer.   The  grant  covers  the  costs  of  transportation  and 
expenses  for  the  Russian  bankers,  logistical  support  from 
Fairfield  University,  and  administrative  overhead  for  FSVC. 
Since  training  will  be  provided  by  volunteers  affiliated  with 
FSVC,  salaries  for  trainers  are  not  included  in  the  grant.   The 
other  activity  funds  a  contract  with  the  Brookings  Institution, 
the  American  Bankers  Association,  and  KPMG  for  training, 
primarily  in  Russia,  of  Russian  bank  employees  and  executives. 
Contractor  employees  will  receive  salaries  and  expenses. 

Q.   Ambassador  Talbott,  perhaps  you  saw  the  New  Republic 
article  about  the  Hungarian-American  Enterprise  Fund,  which 
said  that  top  officials  of  a  merchant  bank  contracted  by  the 
Fund  to  carry  out  Fund  programs  are  receiving  salaries  of 
$25,000  to  $30,000  per  month.   Apparently  these  salaries  are 
paid  from  the  Fund's  earnings,  not  from  appropriated  Funds.   If 
this  is  true,  can  we  be  sure  we  are  not  going  to  end  up  with  a 
situation  like  that  with  the  Russian-American  Fund? 

Who  can  benefit  from  this  Fund?   Let's  say  an  American  company 
wants  to  enter  into  a  joint  venture  with  a  Russian  firm  to  sell 
computers  and  software  in  Russia,  and  to  develop  a  center  in 
Russia  to  market  the  services  of  Russian  programmers  in  the 
United  States.   Would  this  qualify  for  funding? 

A:   The  Administration  is  enthusiastic  about  the  concept  of 
Enterprise  Funds  for  the  NIS.   Our  experience  in  Central  and 
Eastern  Europe  has  demonstrated  that  these  are  truly  unique  and 
effective  vehicles  for  U.S.  foreign  assistance  to  countries 
attempting  the  transition  to  a  market  economy.   At  the  same 
time,  we  have  the  opportunity  to  benefit  from  the  "lessons 
learned"  from  the  East  European  experience,  including  the  issue 
of  subsidiaries. 

The  USG  should  establish  procedures  for  the  review  of  all 
spin-off  venture  funds,  banks,  or  other  subsidiaries  of  the 
Fund,  including  compensation  and  incentives  payments.   Such 
spin-off  funds  will  operate  by  the  same  guidelines  and 
principles  to  which  the  parent  Fund'must  adhere,  including 
transparency  of  personnel  selection. 

The  Russian-American  Enterprise  Fund  will  undertake  a  broad 
private  investment  program  in  Russia,  which  through  equity 
investments,  loans,  grants,  and  technical  assistance,  will 
focus  primarily  on  development  of  small  and  medium-sized 
businesses.   We  believe  it  is  important  that  the  decision  to 
focus  investments,  including  dedication  of  resources  for 
investment  promotion  by  U.S.  companies,  be  left  with  the  Fund 
management. 
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Q.   Ambassador  Talbott,  in  your  written  testimony  you  mention 
the  importance  of  humanitarian  aid.   What  about  family 
planning?   I  am  told  the  average  Russian  woman  has  from  7-10 
abortions  in  her  life,  and  that  abortion  is  the  only  available 
means  of  family  planning  there.   Are  we  going  to  do  anything  in 
the  way  of  getting  family  planning  services  to  Russia? 

A.   Although  abortion  is  not  the  "only"  available  method  of 
family  planning  in  Russia,  it  is  frequently  the  "method  of 
first  resort"  for  women  seeking  longer  spacing  between 
childbirths.   This  is  apparently  as  true  for  Russian  women  as 
it  is  for  other  national  and  ethnic  groups  of  women  throughout 
the  NIS.   Although  some  contraceptive  devices  are  available, 
the  quality  of  products  and  their  supply  can  be  quite 
unreliable. 

A  significant  component  of  U.S.  health  sector  assistance  to 
the  NIS  focuses  on  improving  maternal  and  child  health  (MCH) 
care  delivery.   Several  of  the  hospital  partnerships  that  have 
been  established  throughout  the  NIS  (including  8  in  Russia) 
have  identified  MCH  as  their  principal  training  focus.   We  will 
continue  with  these  programs  in  the  coming  year. 

In  Central  Asia,  a  $5  million,  joint  U.S. -Turkey  social 
marketing  project  forms  the  core  of  our  approach  to  population 
needs.   In  this  project,  a  USAID  contractor.  The  Futures  Group, 
will  work  with  local  entrepreneurs  to  create  a  market-oriented 
distribution  system  for  contraceptive  commodities. 
On-the-ground  design  of  the  project 'began  earlier  this  year, 
and  the  program  should  be  up  and  running  by  late  summer.   The 
Turkish  development  agency,  which  has  run  a  highly  successful 
program  for  the  past  two  years  in  Turkey,  will  use  its 
expertise  in  helping  reach  communities  in  Central  Asia  that  are 
similar  to  those  of  Turkey  in  many  cultural,  religious,  and 
ethnic  characteristics.   Like  other  highly  successful  social 
marketing  efforts  elsewhere  in  the  world,  this  project  will 
create  a  sustainable  domestic  market  for  various  family 
planning  devices,  including  condoms  and  Western  birth  control 
pills  —  which  have  a  much  safer,  lower  hormonal  dose  than 
currently  existing  "Soviet"  pills  —  to  decrease  reliance  on 
abortion  and  often-faulty  lUDs  which  constitute  the  main  birth 
control  methods  in  the  NIS  at  the  time. 

We  intend  to  use  a  similar  social  marketing  approach  in 
other  parts  of  the  former  Soviet  Union,  most  notably  in  Russia 
and  Ukraine.   Other  planned  population  efforts  include  training 
of  hospital' and  clinic  staff,  and  the  establishment  of  private 
women's  family  planning  centers  in  partnership  with  U.S.  and 
international  NGOs  such  as  Planned  Parenthood  of  New  England. 

We  hope  our  efforts  will  prove  instrumental  in  improving 
the  health  of  women  in  the  former  Soviet  Union. 

r 

Q.   Ambassador  Talbott,  it  is  my  understanding  that  the  Trade 
and  Development  Agency  has  already  obligated  and  spent  all  the 
funds  they  budgeted  for  projects  in  the  NIS  for  fiscal  1993. 
Will  American  companies  have  to  wait  until  October  to  apply  for 
TDA  funding?   Is  there  some  way  to  get  TDA  more  funding  for  NIS 
projects  this  year? 

A:   The  State  Department  recognizes  the  important  contribution 
the  Trade  and  Development  Agency  is  making  to  advance 
commercial  opportunities  for  U.S.  firms  in  the  NIS.   TDA  has 
been  actively  involved  in  the  NIS,  committing  almost  $11 
million  for  feasibility  studies  on  over  two  dozen  separate 
projects  since  November  1991.   Due  to  an  unprecedented  growth 
in  demand  for  funding  for  the  NIS,  particularly  in  Russia, 


261 


TDA's  FY  1993  resources  are  fully  obligated  and  spent.   In 
response,  the  Office  of  the  Coordinator  of  Assistance  to  the 
NIS  has  worked  with  A.I.D.  to  ensure  that  TDA  receives  an 
additional  $4  million  of  funding  for  projects  this  year,  with  a 
particular  emphasis  on  energy  sector  projects.   A.I.D.  is 
currently  amending  its  inter-agency  agreement  with  TDA  to 
transfer  immediately  the  additional  $4  million. 

Q.  17.   Ambassador  Talbott,  a  major  focus  of  privatization 
appears  to  be  on  large  companies.   The  experience  of  aiding 
Central  and  Eastern  Europe  demonstrate  that  small  and 
medium-sized  companies  are  easier  to  privatize.   How  will 
privatization  efforts  be  focused  on  small  businesses,  including 
employee-owned  cooperatives?   How  do  you  assure  a  competitive 
environment  so  the  privatized  public  monopolies  do  not  just 
become  private  monopolies. 


A.   Privatization  in  Russia  began  in  1991  with  small 
businesses.   By  March  1993,  58,000  retail  shops,  restaurants, 
and  service  businesses  were  privatized,  about  16  to  18%  of  all 
those  scheduled.   Since  1990,  thousands  of  small  businesses 
have  started  up  from  scratch  and  cooperatives  reorganized  as 
businesses. 

A  substantial  share  of  our  assistance  to  Russia  supports 
small  business  privatization.   We  have  funded  programs  such  as: 

Privatization  of  the  trucking  sector  in  Nizhny 

Novgorod. 

Auctions  to  sell  retail  enterprises  in  key  regions. 

Printing  and  distribution  of  a  "how  to"  manual  for 

running  auctions. 
— :    The  Russian  State  Committee  on  Management  of  State 

Property  (GKI)  for  implementation  of  mass 

privatization  and  voucher  programs. 

Training  programs  for  regional  leaders. 
-    Peace  Corps  contingent  to  assist  in  small  business 

development . 

Question 

It  is  our  understanding  that  the  Administration  plans  to 
make  an  official  reguest  for  the  additional  $1.8  billion  in 
economic  aid  to  Russia  and  the  CIS  in  the  form  of  the 
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Emergency  Supplemental  Appropriations  Bill.   Is  there  any 
effort  or  will  there  be  any  by  the  President  to  identify 
offsets  to  pay  for  the  additional  aid  package? 

Answer 

The  President  intends  to  work  with  Congress  in 
identifying  the  best  formulation  for  securing  funding  for 
the  $1.8  billion  bilateral  proposal  from  the  April  Tokyo 
Ministerial  meeting.   We  are  willing  to  consider  various 
options  Congress  may  suggest. 

Q.   According  to  the  State  Department,  there  is  some  $3.6 
billion  in  U.S.  funds  left  from  FY  91-93  coraraitted  to  Russia. 
This  money  is  pipeline  money.   This  is  a  lot  of  aid.   Why  is 
there  such  a  backlog? 

A.   The  funds  available  for  Russia  and  the  other  NIS  in  FY 
91-93  total  approximately  $700  million  for  civilian  agencies 
and  $800  million  for  nuclear  dismantlement  purposes.   This  $1.5 
billion  total  is  well  below  the  $3.6  billion  cited  in  the 
question. 

Of  the  $700  million  appropriated  ($235  million  reprogramined  in 
FY  92,  $417  million  appropriated  in  FY  93  and  an  additional 
total  of  about  $50  million  from  miscellaneous  other 
appropriations)  over  $400  million  has  been  obligated  and  over 
$166  million  expended.   Of  the  Nunn-Lugar  funds  for  weapons 
dismantlement,  more  than  $524  million  has  been  obligated  and 
$46  million  expended. 

Question: 

Ambassador  Talbott,  I  am  told  that  of  the  $235  million  in  fiscal 
1992  and  $417  million  in  fiscal  1993  funds  already  appropriated  for 
Russia,  about  $250  million  has  been  obligated  of  which  $110  million 
has  actually  been  disbursed. 

What  has  the  $110  million  been  used  for,  and  what  has  it 
accomplished?  What  level  of  obligations  and  disbursements  do  you 
anticipate  by  the  end  of  this  fiscal  year? 

Answer; 

Attached  is  a  an  obligation  and  Expenditure  Report,  dated  March  31, 
which  contains  a  summary  of  each  project  funded  through  the  second 
quarter  of  this  fiscal  year.  Subsequent  reports  will  be  provided 
on  a  quarterly  basis.  By  the  end  of  this  year,  we  anticipate 
obligating  the  entire  $700  million  from  FY  92  and  FY  93  and  intend 
to  continue  the  current  expenditure  rate  of  approximately  4  0 
percent.  A.I.D.  has  been  able  to  expend  funds  for  the  new 
independent  states  at  a  rate  five  times  faster  than  the  normal  rate 
of  expenditure. 

As  I  noted,  the  attached  report  describes  in  precise  terms  how 
funds  have  been  apportioned  to  begin  to  meet  the  massive  demands 
for  assistance  in  the  new  independent  states.  However,  in  response 
to  your  question  about  accomplishments,  I  wanted  to  remark  on  some 
aspects  of  our  aid  program  which  thus  far  have  been  particularly 
fruitful. 

Complementing  the  response  to  emergency  humanitarian  needs  is  a 
genuine  effort  to  help  with  systemic  changes  necessary  for  economic 
security  in  the  new  independent  states.  Privatization  is  the 
dominant  force  behind  economic  reform.   In  response  to  a  request 
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from  the  State  Privatization  Committee  in  Russia  (GKI)  for 
assistance  in  implementing  a  mass  privatization  program,  A.I.D. 
engaged  8  private  American  institutions  to  offer  a  package  of 
specialty  services.  In  essence,  they  assisted  in  the  complex  task 
of  preparing  the  nation  for  its  first  time  ever  public  stock 
offerings. 

Today,  more  than  50  percent  of  all  small  businesses  in  Russia  have 
been  privatized;  by  the  end  of  the  year,  130,000  of  150,000  small 
companies  will  be  in  private  hands.  Sales  of  larger  companies  are 
also  underway,  the  Zil  and  Uralmash  companies  with  135,000  and 
3  5,000  employees  respectively  being  notable  examples.  With  the 
help  of  more  than  100  U.S.  business  people,  lawyers,  accountants 
and  management  consultants,  the  government  is  privatizing  large 
companies  at  the  rate  of  300  a  month  and  expects  to  reach  500  a 
month  by  the  end  of  the  year.  No  other  country  has  ever  embarked 
on  such  a  massive  initiative  to  put  state  assets  in  private  hands 
or  achieved  such  success  in  so  short  a  time. 

Q:  Ambassador  Talbott,  there  is  a  lot  of  confusion  about  who  in  the  State  Department 
and  A.I.D.  arc  managing  this  program.  I  have  heard  from  several  U.S.  companies  and 
NGOs  who  have  complained  that  the  aid  is  all  going  through  Washington  area  contractors, 
and  that  they  have  had  a  hard  time  finding  out  who  in  the  State  Department  of  A.I.D.  they 
should  be  dealing  with. 

How  many  technical  people  do  you  and  A.I.D.  have  on  this,  where  are  they  located, 
and  how  do  we  advise  people  who  want  to  compete  for  contracts  to  implement  this 
program? 

A:  From  the  outset,  A.I.D.  has  realized  the  need  to  respond  as  quickly  and  effectively 
as  possible  to  the  overwhelming  amount  of  public  interest  in  U.S.  Government  activities  in 
the  former  Soviet  Union.  To  date,  we  have  received  over  $3.5  billion  in  unsolicited 
proposals,  a  sum  frve  times  higher  than  our  total  budget  and  a  trend  which  will  probably 
continue.  Calls,  letters  and  faxes  received  to  date  also  reflect  the  unprecedented  amount 
of  public  interest  in  A.I.D.  programs. 

Our  obligation  to  the  public  necessitates  a  streamlined  and  more  effective  system  of 
public  information  management  and  we  are  working  toward  this  goal.  The  A.I.D.  New 
Independent  States  Task  Force  serves  as  the  focal  point  of  this  system.  The  Task  Force  has 
established  a  central  contact  point  to  which  all  public  inquiries  should  be  directed.  In  the 
case  of  unsolicited  proposals,  all  correspondence  is  tracked  electronically,  allowing  us  to 
determine  the  exact  status  of  a  proposal  at  any  given  time.  The  Task  Force  has  consistently 
met  its  goal  of  providing  a  substantive  response  to  unsolicited  proposals  within  one  month. 
With  regard  to  telephone  calls  and  letters,  a  public  information  officer  responds  to  all 
questions  initially,  and  detailed  follow-up  is  coordinated  through  the  technical  offices.  A-I.D. 
has  also  been  proactive  in  distributing  information  about  the  NIS  program  through  fact 
sheets,  interviews  and  speaking  engagements.  The  telephone  number  for  the  NIS  public 
information  line  is  202/647-8094,  fax  736-7650. 

Competitive  contracts  for  activities  in  the  NIS  are  announced  in  the  Commerce 
Business  Daily  (CBD),  and  awarded  in  accordance  with  all  Federal  Acquisition  Regulations. 
A.I.D.  solicitations  are  also  publicized  through  close  contacts  with  other  U.S.  Government 
agencies,  such  as  the  Business  Information  Service  for  New  Independent  States  (BISNIS) 
in  the  Department  of  Commerce.  In  fact,  contracts  awarded  to  date  do  represent  all 
geographic  regions  of  the  U.S.,  especially  when  subgrants  are  considered  as  well. 
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Should  you  have  specific  comments  or  suggestions  for  improving  responsiveness  to 
public  inquiries,  they  would  be  appreciated. 

More  than  90  percent  of  the  Russian  population  has  received 
vouchers  that  give  them  their  first  opportunity  to  become  private 
shareholders.  This  transition  from  a  command  economy  to  a  market- 
based  system  is  creating  a  demand  for  new  laws,  regulatory 
authorities  and  financial  institutions.  In  response,  A.I.D.  has 
budgeted  substantial  funds  to  be  able  to  provide,  often  in 
conjunction  with  the  Treasury  Department,  technical  assistance  to 
banks,  finance  ministries,  and  governments.  The  goal  is  to 
reconfigure  tax  policies,  statistical  reporting  methodologies, 
bank  regulations,  etc.  to  permit  financial  and  fiscal  reform  to 
keep  pace  with  and  further  stimulate  vibrant  market  economies  as 
well  as  responsible  government  policies.  Advisors  are  presently  in 
the  ministries  and  central  banks  of  Belarus,  Kazachstan,  Russia  and 
Ukraine. 

In  addition,  A.I.D. ,  in  partnership  with  U.S.  institutions  and 
other  government  agencies,  is  devoting  considerable  resources  to 
making  more  rational  other  facets  of  the  economy  which  are  archaic 
and  which  continually  erode  the  quality  of  life  of  citizens  of  the 
newly  independent  states  in  the  midst  of  this  harsh  transition 
period.  New  food  production  and  distribution  systems  are  being 
implemented;  programs  are  underway  to  improve  energy  efficiency; 
health  delivery  systems  are  being  modernized  and  erratic  housing 
policies  are  being  reformed  —  to  give  a  few  examples.  Just  in  the 
area  of  housing,  to  date  more  than  800,000  apartment  units  in 
Moscow  and  three  million  nationwide  have  been  privatized.  Also,  to 
date,  approximately  20  partnerships  have  been  established  between 
U.S.  hospitals  and  health  care  institutions  in  nine  NIS  republics. 
These  provide  clinical  and  administrative  training  both  in  the  U.S. 
and  in  the  NIS.  Partnerships  in  all  12  NIS  republics  are  expected 
by  1994. 

Finally,  the  dissolution  of  the  Soviet  Union  has  led  to  the 
formation  of  successor  governments  that  are  often  fragile  and 
unaccustomed  to  the  demands  of  democratic  pluralism.  To  date,  we 
have  drawn  in  particular  on  the  expertise  of  America's  two 
political  party  institutes  to  help  political  parties  and  civic 
organizations  to  take  root;  and,  we  have  enlisted  the  American  Bar 
Association  among  others  to  assist  in  the  creation  of  constitutions 
and  the  codification  of  essential  laws.  Without  the  rule  of  law 
and  the  institutionalization  of  democratic  principles,  economic 
reforms  will  be  at  risk. 

Overall,  we  are  seeking  to  establish  a  U.S.  partnership  with  the 
people  of  the  NIS.  Our  purpose  is  to  help  reformers,  in  government 
and  in  the  private  sector,  gain  access  to  technical  expertise  so 
that  the  reforms  they  engender  will  be  solid  and  enduring.  In  this 
context,  there  are  many  more  accomplishments  that  warrant 
mentioning,  but  I  have  limited  myself  to  a  few  highlights.  I  would 
welcome,  Mr.  Chairman,  any  additional  questions  or  follow-up 
pertaining  to  our  programs  and  would  be  pleased  to  respond 
accordingly. 


265 

Obligation  and  Expenditure  Report 
March  31,  1993 

A.I.D.  Programs 
in  the 
Mev  Independent  States  of  the  Former  Soviet  Union 

Summary 

This  report  is  organized  according  to  the  ten  regional  projects 
currently  active  in  the  NIS.   For  each  project,  we  have  provided 
a  general  description,  key  project  subcomponents  and  their 
objectives,  and  a  breakdown  of  activities  under  each 
subcomponent.   We  have  specified  obligations  and  accrued 
expenditures  for  each  regional  project,  each  subcomponent,  and 
each  activity  under  these  subcomponents.   As  of  March  31,  1993, 
A.I.D.  has: 

•  programmed  over  $700  million  in  funds  made  available  in  FY 
1992  and  1993; 

•  obligated  $280  million,  of  which  $113  million  has  been 
expended ;  and 

•  initiated  actions  leading  to  contract  and  grant  awards  for  an 
additional  $335  million,  leaving  a  balance  of  $85  million 
which  is  also  well  into  final  program  design. 

The  A.I.D.  Program 

A.I.D. 's  program  in  the  NIS  focuses  on  supporting  transition  in 
the  New  Independent  States: 

•  the  transition  from  totalitarianism  to  democracy, 

•  the  transition  from  command  to  market  economies, 

•  the  emergency  and  humanitarian  problems  accompanying  these 
transitions. 

A.I.D.  will  channel  assistance  through  twelve  regional  projects. 
The  Special  Initiatives  Project  launched  the  U.S.  assistance 
program  for  the  NIS  in  January  1992.   This  was  followed  by  eight 
sector-specific  regional  projects  that  provide  technical 
assistance  in  energy,  environment,  health  care,  private  sector, 
agribusiness,  democratic  pluralism,  housing,  and  economic  and 
financial  restructuring.   A  regional  training  initiative  was 
started  in  February  1993.   New  programs  are  now  being  finalized 
to  support  the  Eurasia  Foundation  and  Enterprise  Funds  for  small 
and  medium  businesses. 

The  NIS  regional  portfolio  is  being  implemented  in  the  context  of 
extensive  field  work  to  develop  specific  program  actions. 
Activities  can  be  financed  under  each  project  with  either  a 
country  or  multi-country  focus,  but  there  are  no  country  budgets. 
The  regional  portfolio  allows  activities  to  be  initiated  quickly 
and  provides  a  flexible  framework  to  finance  new  program  ideas  as 
they  evolve.   With  four  A.I.D.  missions  now  operating  in  the  NIS, 
field  posts  will  be  increasingly  involved  in  the  program. 

Funding  decisions  are  guided  by  six  strategic  principles: 

Support  Reformers ,      Commitment  to  reform  will  be  a  prime 
consideration  in  the  investment  of  American  assistance  resources. 
Avoiding  fixed  individual  country  budgets  keeps  the  incentive  on 
the  NIS  to  develop  aggressive  reform  programs  and  make  the  most 
of  the  assistance. 
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Tangible  Results.      U.S.  investments  in  reform  must  be  tangible  to 
the  people  of  the  NIS.   Support  from  reform  must  come  from  the 
ground  up.   It  is  this  grassroots  demand  for  change  that  will 
sustain  the  transition  to  more  liberal  political  and  economic 
societies. 

Strategic  Focus.      Areas  of  pressing  need  will  far  exceed 
available  funds.   Only  by  establishing  strategic  objectives  and 
means  of  achieving  them,  and  maintaining  discipline  in  pursuit  of 
those  objectives,  will  it  be  possible  to  ensure  accountability 
and  demonstrable  impact  in  the  selected  areas. 

Partnerships  for  Change.      Our  investments  in  reform  must  be  part 
of  a  partnership  among  all  the  newly  independent  states  and  the 
international  community.   Effective  coordination  between  donors, 
in  capitals  and  in  the  field,  can  literally  make   the  total 
greater  than  the  sum  of  the  parts.   Leveraging  private  US 
resources  must  be  a  high  and  ongoing  priority. 

Empovering  the  Non-goverwaental  Sector.      Private  citizens, 
businesses  and  NGOs  must  become  capable  of  stepping  into  the 
vacuum  left  by  the  Soviet  Union's  bankrupt  and  stifling  state 
sector.   The  program  seeks  to  position  Americans  and  the  US 
private  sector  shoulder-to-shoulder  with  their  NIS  counterparts 
to  transfer  skills  and  create  lasting  private  relationships. 

Ensuring   "Ownership".      The  U.S.  must  involve  local  organizations 
in  developing  cooperation  programs  and  thereby  establish  vested 
local  interests  in  success.   Local  commitment  will  be  the 
deciding  factor  in  whether  programs  have  a  lasting  impact  on 
political  and  economic  transition. 
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PROJECT  SUMMARY 


PROJECT  NAME: 

NIS  SPECIAL  INITIATIVES 

PROJECT  KUMBER: 

110-0001 

OBLIGATIOHfl : • 

$71,151,109   ($6,530,924)*« 

ACCROBO  EZPENDZTORES:* 

$51,352,131   ($5,278,898)** 

PROJECT  DESCRIPTZOMi 

A.I.D.'s  Special  Initiatives  Project  launched  the  U.S. 
assistance  program  in  the  NIS  in  January  1992.   It  supports 
the  NIS  transition  toward  participatory  democracy  and  economic 
freedom  by  funding  innovative  ideas  which  deal  with  complex 
problems  such  as  privatization  of  functions  previously  under 
state  domain.   Quick  response  capability  is  imperative.   As 
the  "special  initiative"  priority  activities  expand  into 
broader,  sectoral  programs,  they  are  transferred  to  separate, 
independent  projects  and  are  monitored  together  with  other 
activities  which  work  towards  meeting  sectoral  strategic 
objectives.   Under  the  Special  Initiatives  Project,  A.I.D. 
focuses  on  four  components:   (1)   Emergency  Humanitarian 
Assistance;  (2)  Quick  Response/Cross  Sectoral  Activities; 
(3)  Pilot  Programs/ Innovative  Approaches;  and  (4)  Program 
Development  and  Support.   These  components  and  activities 
under  them  are  summarized  in  the  following  tables.   A  brief 
description  is  also  provided  for  related  Child  Survival  and 
International  Disaster  Assistance  activities  that  are  not 
directly  financed  under  this  project. 

*  Obligations  in  this  report  are  for  FY  1992  and  FY  1993.   They 
are  current  as  of  March  31,  1993.   Accrued  expenditures  are 
calculated  on  a  quarterly  basis  and  are  current  as  of  March  31, 
1993. 


•*  In  addition  to  the  NIS  funds  directly  obligated  under  this 
project,  an  additional  $6,530,924  have  been  obligated;  $5,215,718 
in  Development  Assistance  and  $1,315,206  in  International 
Disaster  Assistance  funds. 
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PROJECT  SOMMARY 


PROJECT  NAME! 


ENERGY  EFFICIENCY  AND  MARKET 
REFORM 


1 


PROJECT  NUMBER: 


110-0002 


OBLIGATIONS:* 


$35,023,628 


ACCROED  EXPENDITURES i 


$  5,859,178 


PROJECT  DESCRIPTION! 


A.I.D.'s  energy  activities  started  in  January  1992.   Efforts 
are  underway  to  improve  the  efficiency  and  performance  of 
energy  production  and  consumption,  support  energy  sector 
privatization  and  market  reform,  and  reduce  safety  risks  of 
nuclear  power  plants.   The  project  provides  highly  visible, 
high  impact  technical  assistance  while  also  supporting  U.S. 
private  sector  opportunities  in  areas  of  U.S.  comparative 
advantage.   Several  U.S.  private  sector  contractors  and 
private  non-profit  organizations  are  providing  technical 
assistance  to  improve  efficiency  in  district  heating  systems, 
promote  policy  reform,  and  production  improvements.   Through 
Interagency  Agreements  with  the  Department  of  Energy  and 
Nuclear  Regulatory  Commission,  support  has  begun  for  safety 
improvements  at  nuclear  power  plants.   Geographic 
concentration  is  on  Russia,  which  will  receive  one-half  of 
project  assistance  in  FY  1993  and  secondarily  on  Ukraine, 
Kazakhstan,  Kyrgyzstan,  Armenia,  and  Belarus.   Under  the 
Energy  Efficiency  and  Market  Reform  Project,  A.I.D.  focuses  on 
four  components:   (1)   Energy  Efficiency  and  Performance 
Improvement;  (2)  Energy  Pricing  Policy  and  Institutional 
Reform;  (3)  Energy  Production  and  Delivery  System 
Improvements;  and  (4)  Nuclear  Power  Plant  Safety.   These 
components  and  activities  which  implement  them  are  summarized 
in  the  following  tables.         ____^______^.^^^_^^____ 


•Obligations  in  this  report  are  for  FY  1992  and  FY  1993.   They 
are  current  as  of  March  31,  1993.   Accrued  expenditures  are 
calculated  on  a  quarterly  basis  and  are  current  as  of  March  31, 
1993. 
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PROJECT  SUMMARY 


PROJECT  NAME: 


ENVIROKMENTAL  POLICY 


PROJECT  NUMBER: 


110-0003 


OBLIGATIONS: 


$  69,544 


ACCRUED  EXPENDITURES: 


$  17,383 


PROJECT  DESCRIPTION; 


The  Environmental  Policy  and  Technology  Project  was  authorized 
in  February  1993.   The  project  assists  new  states  of  the 
fomer  Soviet  Union  in  developing  appropriate  policy,  legal 
and  management  frameworks  which  can  adequately  incorporate 
environmental  considerations  into  economic  and  democratic 
reforms.   Project  activities  are  implemented  Protection  Agency 
(EPA),  the  U.S.  private  sector,  and  U.S.  non-governmental 
organizations  is  cooperation  with  their  NIS  counterparts  in 
government,  private  sector  and  responsible  citizen 
organizations.   Assistance  will  be  provided  to  help  strengthen 
environmental  management  institutions,  foster  appropriate 
environmental  policy  and  legislative  reforms,  promote  the 
growth  of  indigenous  environmental  technology  markets,  and  to 
encourage  democratic  participation  in  the  identification  and 
solution  of  environmental  problems.   Under  the  Environmental 
Policy  and  Technology  Project,  A.I.D.  focuses  on  three 
components:   (1)   Environmental  Policy  and  Institution 
Building;  (2)  Technology  Cooperation  for  Environmental 
Improvement;  and  (3)  Public  Awareness  and  Environmental 
Accountability. 


Obligations  and  expenditures  in  this  report  are  for  FY  1993. 
They  are  current  as  of  March  31,  1993. 
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PROJECT  flPMMARY 


PROJECT  NAME: 

HEALTH  CARE  IMPROVEMENT 

PROJECT  NUMBER: 

110-0004 

OBLIQATIONfl:* 

515,356,265 

ACCROEO  BZPEMDZT0RB8 : * 

$  3,667,359 

PROJECT  DESCRIPTION; 

The  Health  Care  Improvement  Project  was  authorized  in  April 
1992.   To  date  the  project  has  addressed  three  key  problems: 
(1)  declining  quality  of  health  care,  and  an  anticipated 
increase  in  death  rates  from  preventable  and  treatable 
diseases;  (2)  collapse  of  the  pharmaceutical  and  medical 
supply  industry  and  resulting  inability  to  manufacture 
medicines  and  medical  supplies;  (3)  a  financing  system  devoid 
of  any  incentives  for  efficiency  and  cost  control.   Under  the 
Health  Care  Improvements  Project,  A.I.D.  focuses  on  three 
components:   (1)   Medical  Partnerships  that  link  U.S. 
hospitals  and  clinics  in  one-on-one  relationships  with 
relevant  NIS  health  care  institutions  to  facilitate  transfer 
of  American  medical  knowledge  and  technology;  (2) 
Reestablishing  Pharmaceutical  Production  Capacity  through 
targeted  interventions  to  improve  product  and  delivery  of  key, 
vaccines  phainnacentuals,  and  medical  supplies;  and  (3) 
Expanding  Trade,  Investment  and  Financing  Alternatives  to 
increase  the  production  of  health  care  inputs  and  develop 
alternative  systems  for  providing  and  financing  health  care. 
As  more  information  has  become  available  on  specific  health 
issues  in  the  NIS,  A.I.D.  has  begun  develop  additional 
interventions  focusing  particularly  on  Women's  health,  needs, 
including  family  planning,  environmental  health  and  on  reform 
of  health  financing  and  delivery  systems.   The  project's  three 
current  components  and  activities  under  them  are  summarized  in 
the  following  tables. 

♦Obligations  in  this  report  are  for  FY  1992  and  FY  1993.   They 
are  current  as  of  March  31,  1993.   Accrued  expenditures  are 
calculated  on  a  quarterly  basis  and  are  current  as  of  March  31, 
1993. 
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PROJECT  SUMMARY 


PROJECT  NAME: 

PRIVATE  SECTOR  INITIATIVES 

PROJECT  NUMBER: 

110-0005 

OBLIGATIONS:* 

$40,495,665     ** ($1, 000, 000) 

ACCRDEO  EXPENDITURES:* 

$15,186,317      **  ($500,000) 

PROJECT  DESCRIPTION: 

The  NTS  Private  Sector  Initiatives  project  began  in  April 
1992.   The  project  seeks  to  promote  effective  partnerships 
between  American  business  and  the  NTS  to  break  down  the 
barriers  to  private  investment  and  growth.   Most  NTS 
enterprises  are  state-owned  and  are  not  internationally 
competitive.   Defense-related  industries  still  dominate  access 
to  raw  materials  and  scarce  capital.   Legal  and  regulatory 
frameworks  are  not  stable.   Financial  markets  are  primitive. 
Few  individuals  have  entrepreneurial  experience  or  training  in 
western  management  and  marketing  concepts.   By  linking  U.S. 
businesses  with  NIS  partners,  A.I.D.  can  facilitate  the 
transfer  of  technology,  management  skill  and  capital  to 
privatize  and  reorient  NIS  enterprises  to  civilian  needs. 
Under  the  Private  Sector  Initiatives  Project,  A.I.D.  focuses 
on  three  components:   (1)   Privatization;  (2)  Trade  and 
Investment;  and  (3)  Small  Business  Development.   These 
components  and  activities  under  them  are  summarized  in  the 
following  tables. 

•Obligations  in  this  report  are  for  FY  1992  and  FY  1993.   They 
are  current  as  of  March  31,  1993.   Accrued  expenditures  are 
calculated  on  a  quarterly  basis  and  are  current  as  of  March  31, 
1993. 
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PROJECT  SOMKARY 


PROJECT  KAME: 

FOOD  SYSTEMS  RESTRUCTURING 

PROJECT  NUMBER: 

110-0006 

OBLIGATIONS : * 

$18,898,400     ($10, 000, 000)** 

ACCROED  EXPENDITURES:* 

$  3,327,442       ($  3,000,000)* 

PROJECT  DESCRIPTION: 

The  Food  Systems  Restructuring  Project  was  authorized  in 
May  1992.   Its  focus  is  on  promoting  effective  and  competitive 
agribusiness  systems  in  the  NIS.   Significant  agribusiness 
problems  in  the  NIS  include  inefficient  provision  of  inputs  to 
agriculture,  and  obsolete  technology  for  processing  and 
distribution  of  products.   After  years  of  working  in  the  NIS, 
many  American  agribusinesses  have  a  clear  understanding  of 
these  problems  and  have  already  established  business  ventures 
or  have  done  considerable  ground  work  to  begin  them.   The 
quickest  and  most  effective  way  to  develop  NIS  agribusiness  is 
to  encourage  greater  involvement  by  U.S.  private  agribusiness 
companies  with  partners  in  the  NIS.   A.I.D.  will  work  through 
U.S.  agribusiness  associations  to  support  the  involvement  of 
their  member  companies  and  cooperatives  in  developing  long- 
term  business  ventures  which  will  create  essential  elements  of 
a  private  food  system  in  the  NIS.   Under  the  Food  Systems 
Restructuring  Project,  A.I.D.  focuses  on  three  components: 
(1)   Storage  Systems;  (2)  Marketing  Efficiency;  and  (3) 
Agribusiness  Partnerships.   In  addition,  A.I.D. 's  Bureau  for 
Food  and  Humanitarian  Assistance  obligated  $10  million  in  FY 
1992  for  a  Farmer-to-Farmer  program  that  supports  a  direct 
exchange  of  practical  faming  and  marketing  skills.   The  three 
components  of  the  Food  Systems  Restructuring  Project  and  the 
Farmer-to-Farmer  program  are  summarized  below. 

*Obligations  in  this  report  are  for  FY  1992  and  FY  1993.   They 
are  current  as  of  March  31,  1993.   Accrued  expenditures  are 
calculated  on  a  quarterly  basis  and  are  current  as  of  March  31, 
1993. 


**Represents  obligations  under  the  Farmer-to  Farmer  program, 
which  is  not  a  component  of  this  project,  but  which  complements 
the  project's  agribusiness  focus. 
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PROJECT  KMOil 

DEMOCRATIC  REFORM 

PROJECT  MUMBER: 

110-0007 

OBLXOATZOMS  t  * 

$8,132,778 

ACCROBD  EZPEMDZT0RE8 t * 

$3,425,565 

PROJECT  DESCRIPTION t 

A.I.D.'s  program  In  Democratic  Reform  began  in  April 
1992.   A.I.D.  assists  HIS  republics  in  their  efforts  to 
advance  and  consolidate  gains  toward  democracy  by  helping 
to  create  democratic  systems  characterized  by 
decentralized  government  with  strong,  capable  local 
governments;  pluralistic  civil  societies  capable  of 
exercising  their  rights  and  responsibilities;  and 
increased  respect  for  individual  rights  and  the  rule  of 
law.   Under  the  Democratic  Refora  Project,  A.I.D.  focuses 
on  four  components:   (1)  Political  and  Civic 
Organizations;  (2)  Independent  Media;  (3)  Rule  of  Law; 
and  (4)  Public  Administration/Local  Government.   These 
components  and  activities  under  them  are  summarized  in 
the  following  tables. 

•Obligations  in  this  report  are  for  FY  1992  and  FY  1993.   They 
are  current  as  of  March  31,  1993.   Accrued  expenditures  are 
calculated  on  a  quarterly  basis  and  are  current  as  of  March  31, 
1993. 
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PROJECT  SUMMARY 


PROJECT  HAME: 

Housing  Sector  Reform 

PROJECT  KUKBER: 

110-0008 

OBLIGATIONS  1  * 

$5,800,000 

ACCROED  BZPEMDITURE8 t • 

$3,765,153 

PROJECT  DESCRIPTIOMI 

A.I.D.'s  housing  program  in  the  HIS  began  in  March  1992.   Its 
goal  is  to  reduce  high  public  subsidies  and  transfer  key 
functions  in  housing  from  the  public  to  the  private  sector. 
Specific  project  activities  vary  according  to  the  degree  and 
pace  of  privatization  the  counterpart  republic  or  city  can 
successfully  manage.   Under  the  Housing  Sector  Reform  Project 
A.I.O.  focuses  on  three  components:   (1)  Housing  Subsidies; 
(2)  Construction  and  Ownership;  and  (3)  Housing  and  Urban 
Finance. 

♦Obligations  in  this  report  are  for  FY  1992  and  FY  1993.   They 
are  current  as  of  March  31,  1993.   Accrued  expenditures  are 
calculated  on  a  quarterly  basis  and  are  current  as  of  March  31, 
1993. 
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PROJECT  SUMMARY 


PROJECT  NAMBi 

ECONOMIC  RESTRUCTURING  AND 
FINANCIAL  REFORM 

PROJECT  NUMBER: 

110-0009 

OBLZQATIOHS 1 • 

$11,195,208 

ACCRUED  BXPEIfDITURES:* 

$    936,930 

PROJECT  DESCRIPTZONl 

Since  beginning  its  economic  restructuring  and  fiscal  reform 
activities  in  the  NIS  in  June  1992,  A.I.O.'s  role  has  been  to 
facilitate  the  economic  transition  by  addressing  policy, 
institutional,  and  technical  banking  skill  constraints 
associated  with  developing  a  sound  system  of  government 
finance  and  commercial  banking.   A. I. D. -financed  programs 
educate  economic  decision-makers,  support  institutions  which 
provide  access  to  timely,  abundant  and  accurate  information, 
and  help  develop  the  legal  and  policy  environment  to  support 
open  access  to  economic  information.   A.I.O.  assistance  will 
help  NIS  republics  develop  strong  financial  sectors,  which 
are  essential  for  facilitating  private  sector  development. 
Under  the  Economic  Restructuring  and  Financial  Reform 
project,  A.I.D.  focuses  on  three  components:   (1)   Fiscal 
Reform;  (2   Financial  Reform;  and  (3)  Market  Environment. 

•Obligations  in  this  report  are  for  FY  1992  and  FY  1993.   They 
are  current  as  of  March  31,  1993.   Accrued  expenditures  are 
calculated  on  a  quarterly  basis  and  are  current  as  of  March  31, 
1993. 
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PROJECT  SUMMARY 


PROJECT  NAME: 

EXCHAKGES  AND  TRAINING 

PROJECT  NtmBER: 

110-0012 

OBLIGATIONS: 

$  16,330,000 

ACCROEO  EXPENDITURES i 

PROJECT  DESCRIPTION! 

The  Exchanges  and  Training  Project  was  authorized  in  February 
1993  and  was  developed  as  a  flexible  Beans  to  provide  exchanges 
and  training  that  will  support  the  transition  to  free  market 
economies  and  democratic  governance.   It  will  provide  not  only 
skills  training,  but  also  first  hand  exposure  to  U.S.  management 
techniques,  institutional  arrangements,  free  market  economies 
and  democratic  principles.   Current  and  future  HIS  leaders  will 
acquire  specialized  skills,  practical  experience  and  new 
attitudes  needed  to  develop  and  support  free  enterprise  and 
democratic  governance.   Secondly,  the  project  will  build 
sustainable  U.S.-NIS  linkages  to  facilitate  trade,  investment, 
technology  transfer  and  cooperation  on  global  issues.   The 
project  will  be  administered,  by  A.I.D.,  USIA,  and  other  U.S.G. 
agencies  with  competence  and  experience  managing  the  types  of 
exchanges  and  training  needed.   For  example,  A.I.D.  will 
primarily  administer  programs  providing  short-term,  high  impact 
technical  training  focusing  on  specific  development  problems. 
A.I.D.  will  target  professional  areas  such  as  business  and 
public  administration,  public  health  administration,  urban 
planning,  environmental  management,  etc.   USIA  will  administer 
exchanges  and  longer-term  training  in  broader,  primarily  liberal 
arts  areas  of  political  science,  law,  economics,  education,  etc. 
USIA  will  also  administer  a  local  and  regional  government 
program  specified  in  the  legislation.   Under  the  NIS  Exchanges 
and  Training  Project,  A.I.D.  focuses  on  four  broad  types  of 
components:   Short-term  Training;  Long-term  Training; 
Institutional  Linkages;  and  Exchanges. 

•Obligations  in  this  report  are  for  FY  1992  and  FY  1993.   They 
are  current  as  of  March  31,  1993.   Accrued  expenditures  are 
calculated  pn  a  quarterly  basis  and  are  current  as  of  March  31, 
1993. 
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The  Department  of  Commerce  will  establish  Business  Centers 
and  the  US  Russia  Business  Development  Committee;  its  Special 
American  Business  Internship  Program  is  already  operating. 
President  Clinton's  Vancouver  package  includes  $50  million  for 
a  Russian-  American  Enterprise  Fund  to  assist  private  sector 
development  and  $95  million  for  privatization  efforts.   The 
post-Vancouver  package  includes  a  proposed  $500  million 
contribution  to  a  multilateral  Special  Privatization  and 
Restructuring  Fund. 

Assuring  a  competitive  environment  is  more  difficult 
because  of  the  monopolistic  structure  that  dominated  the  Soviet 
economy.   In  the  short  term,  privatization  is  unlikely  to  break 
up  monopolies.   However,  Russia's  government  has  taken  steps  to 
ensure  that  competition  is  strengthened  over  the  long  term. 
Russia  passed  an  anti-monopoly  law  in  1991,  which  has  been  used 
so  far  to  set  limits  on  prices,  and  a  recently  passed 
bankruptcy  law.   Many  of  the  privatizing  enterprises  are 
changing  their  behavior  to  respond  to  market  signals  and  divest 
themselves  of  unprofitable  sections.   Small  businesses 
currently  face  unfavorable  conditions   —  taxes,  credit  crunch, 
and  lack  of  capital  investment. 


QUESTIONS  SUBMITTED  BY  SENATOR  DENNIS  DECONCINI 

Q.  18.   Our  government  has  made  a  commitment  to  building 
democracy  in  Russia.   We  agree  that  it  is  in  our  long-term 
national  interest.   Naturally,  we  are  concerned  about  the 
central  importance  being  placed  on  President  Yeltsin  in  this 
reform  process. 

First  of  all,  do  you  believe  economic  assistance  from  the 
United  States  and  other  nations  can  give  President  Yeltsin  the 
edge  he  needs  to  succeed  in  reforming  the  Russian  system,  or 
are  we  merely  fueling  the  conservative  opposition's  claims  that 
he  is  "the  stooge  of  the  West?" 

Second,  if  President  Yeltsin  were  removed  from  the 
political  scene  -  through  whatever  process,  what  are  the 
prospects  of  a  successor  continuing  reform  policies  which  we 
will  find  worthy  of  supporting? 

A.   President  Yeltsin  is  Russia's  first  democratically  elected 
president,  via  the  freest  and  fairest  elections  in  Russian 
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history.   In  a  nation-wide  referendum  last  month,  the  Russian 
people  again  expressed  their  support  for  President  Yeltsin,  as 
well  as  for  the  reform  process.   As  President  Clinton  has  noted 
on  numerous  occasions,  the  U.S.  strongly  supports  political  and 
economic  reform  in  Russia  and  the  leading  role  played  in  that 
process  by  President  Yeltsin.   This  Administration  is  firmly 
committed  to  doing  whatever  it  can  to  ensure  that  President 
Yeltsin's  reform  efforts  succeed.   President  Clinton  intends  to 
continue  working  with  President  Yeltsin  to  build  a  close  and 
effective  partnership  between  the  U.S.  and  Russia. 

Our  assistance  programs  are  a  key  component  in  building  that 
partnership  and  helping  President  Yeltsin  and  the  Russian 
people  succeed  in  their  reforms.   As  you  know,  the  President 
announced  a  $1.6  billion  package  at  the  Vancouver  Summit. 

Several  weeks  later,  he  announced  his  intention  to  extend  $1.8 
billion  in  additional  bilateral  assistance  for  Russia.   We  are 
now  consulting  with  Congress  on  the  funding  and  other  details 
of  the  $1.8  billion  package.   All  of  our  assistance  is  targeted 
to  priorities  established  by  the  Russian  Government  which  are 
consistent  with  our  own  interests:   nuclear  safety,  energy 
sector  modernization,  private  sector  development,  democratic 
institution  building,  military  housing,  medical  assistance,  and 
trade  and  investment  support. 

Q.  19.   I  am  very  interested  in  the  Microenterprise  system  of 
dispensing  foreign  aid  in  which  very  small  loans  (generally 
less  than  $500),  are  made  to  very  poor  individuals  seeking  to 
work  themselves  out  of  poverty  by  starting  grass-roots 
enterprises.   This  has  proven  to  be  a  very  effective  system  of 
dispensing  aid  in  the  Third  World.   The  most  well  known  example 
is  the  Grameen  Bank  in  Bangladesh  which  dispenses  small  loans 
mainly  to  poor  women  who  use  the  money  to  start  enterprises  and 
significantly  increase  their  ability  to  support  their 
families.   The  repayment  rate  of  these  loans  is  in  the  95-99% 
range.   I  believe  such  aid  is  one  of  our  most  promising 
opportunities  to  promote  the  basis  of  democratic  reform,  that 
is,  giving  the  poor  a  stake  in  the  free  enterprise  system. 

The  administration's  Russian  aid  proposal  will  create  the 
Russian-American  Enterprise  Fund  to  target  loans  and 
investments  to  create  and  expand  small  and  medium  enterprises. 
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At  what  scale  of  enterprise  is  this  program  targeted? 

Do  you  believe  that  such  a  system  wouli  be  effective  if 
applied  in  Russia  to  foster  the  creation  of  grass-roots,  free 
enterprise  program,  or  is  there  a  good  likelihood  that  it  will 
be  siphoned  off  by  local,  organized  criminals? 

A.   The  Russian-American  Enterprise  Fund  is  designed  to 
encourage  the  creation  and  expansion  of  small-  and  medium-sized 
enterprises  in  Russia  as  well  as  to  promote  and  disseminate 
western  business  know-how  and  practices.   The  Fund  will 
generally  support  firms  in  the  100  to  1,000  employee  range, 
although  the  size  criterion  is  not  rigid.   The  Fund  will  play 
an  important  role  by  providing  badly  needed  loan  and  equity 
capital.   We  believe  that  such  loans  and  investments  will 
increase  employment,  develop  capital  markets,  generate  foreign 
exchange,  encourage  private  foreign  investment,  and  generally 
support  privatization. 

The  U.S.  has  a  variety  of  other  privatization  programs 
which  support  small  and  grassroots  entrepreneurs.   These 
programs  include  support  for  enterprise  auctions,  the 
dissemination  of  privatization  manuals,  public  education  on 
private  ownership,  and  the  provision  of  legal,  economic  and 
logistical  advice  to  local  privatization  committees.   In 
addition,  the  U.S.  plans  to  provide  post-privatization  support 
to  new  entrepreneurs  to  help  them  gain  the  skills  necessary  to 
maintain  their  recently  privatized  businesses.   The  recently 
approved  Eurasia  Foundation  will  also  support  privatization  and 
financial  sector  development  through  its  grant-giving 
capability.   The  Eurasia  Foundation  grants  will  generally  focus 
on  smaller  entities  than  the  Enterprise  Funds. 

As  with  all  our  assistance  programs,  we  have  been  careful 
to  set  up  monitoring  systems  to  ensure  that  our  private  sector 
assistance  reaches  the  intended  recipients  and  is  not  diverted 
to  unauthorized  uses.   The  Enterprise  Fund  is  run  by  a  Board  of 
Directors  with  a  management  team  hired  by  the  Board  to  manage 
the  Fund  on  a  day-to-day  basis.   The  Fund  must  submit  an  annual 
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report  to  A.I.D.  detailing  progress  made  in  meeting  objectives, 
operations,  activities,  financial  conditions,  and 
accomplishments.   In  addition,  semi-annual  progress  reviews 
which  focus  on  operational  and  financial  performance  will  be 
conducted. 

Q.    20.   A  growing  number  of  reports  indicate  that  profits  from 
corrupt  practices  in  Russia  —  including  the  diversion  of 
Western  assistance  —  end  up  in  Western  bank  accounts. 

What  assurances  can  you  give  that  U.S.  assistance  will  not 
be  skimmed  off  by  the  well-connected  power  elite,  who  are  often 
former  communists,  and  deposited  in  secret  overseas  bank 
accounts?   In  other  word,  what  safeguards  have  been  or  will  be 
incorporated  into  the  assistance  program  to  prevent  our  aid 
from  illegal  diversion? 

Is  any  of  the  technical  assistance  targeted  to  help  the 
Russian  government  combat  the  rampant  corruption  that 
characterizes  so  much  of  its  commercial  activity?   If  not,  why 
not? 

A.   The  Administration  has  not  received  any  credible  reports 
that  its  assistance  is  being  diverted  into  Western  bank 
accounts  or  is  being  skimmed  off  by  the  power  elite.   We 
carefully  monitor  the  delivery  of  our  aid  to  ensure  that  it  is 
provided  to  the  intended  recipients  and  is  not  diverted  to 
activities  which  do  not  meet  our  foreign  policy  objectives. 
Our  humanitarian  aid  program  focuses  on  the  end-user  (e.g., 
hospitals,  orphanages)  and  avoids  bureaucratic-imposed 
obstacles.   The  private  voluntary  organizations  and 
non-governmental  organizations  which  deliver  our  humanitarian 
aid  are  directly  responsible  to  us  for  ensuring  that  our  aid 
reaches  the  intended  recipients.   Our  embassy  officers,  A.I.D. 
personnel,  and  contract  personnel  in  the  field  assist  in  the 
monitoring  of  U.S.  assistance  as  needed.   We  believe  that  our 
current  monitoring  systems  are  sufficient  to  prevent  the 
diversion  of  our  humanitarian  assistance  to  unintended  uses. 
We  do  not  believe  that  our  technical  assistance  by  its  nature 
(e.g.,  advisors)  is  susceptible  to  corruption. 

While  we  do  not  have  a  specific  program  designed  to  combat 
corruption  in  commercial  practices,  we  have  various  programs 
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dealing  with  rule  of  law,  commercial  law,  and  public 
administration  which  are  intended  to  encourage  the  creation  of 
an  effective  and  efficient  business  environment. 

Question.   For  some  time  now,  Russia  and  the  other 
newly-independent  states  face  a  "crisis-level"  shortage  of 
medicine.   While  the  Bush  administration  provided  some 
emergency  humanitarian  assistance,  this  acute  medical  need 
continues  unabated. 

What  specific  proposals  for  immediate  response  to  this  medical 
emergency  are  contained  in  the  Clinton  assistance  packages? 

Are  there  concrete  plans  to  deliver  medical  supplies  to  relieve 
this  dire  situation  or  are  we  waiting  for  donations  from  the 
private  sector? 


Answer.   The  medical  needs  in  all  republics  of  the  NIS  are 
bottomless.   There  are  critical  shortages  in  all  categories  of 
medicines,  vaccines,  medical  consumables  and  equipment.   Our 
humanitarian  assistance  efforts  are  focusing  on  providing 
medical  assistance  to  all  twelve  republics  working  closely  with 
each  Republic's  Ministry  of  Health  in  determining  the  most 
critical/emergency  needs  in  an  attempt  to  satisfy  as  much  of 
these  requirments  as  possible  from  DoD  excess  medical  stocks, 
purchases  under  the  Medical  Initiative  Program  (Project  Hope), 
Emergency  Assistance  Funds,  Multilateral  Efforts  and  Private 
Donations. 

Accomp 1 i  shments . 

The  total  value  of  United  States  medical  assistance  to  all 
twelve  states  valued  at  $338.8  million.   Since  February  1991 
through  May  1993,  Project  Hope  has  delivered  over  $127  million 
worth  of  medicines  and  vaccines  to  the  new  republics.   Under 
the  DoD  medical  excess  program  over  $123  million  worth  of 
medicines,  medical  supplies  and  medical  equipment  was  delivered 
to  all  12  republics.   In  most  cases  deliveries  were  directly  to 
recipient  hospitals  and  in  a  few  cases  deliveries  were  made  to 
various  medical  supply  warehouses  located  throughout  a 
republic.   Two  trama  hospitals  in  Tbilisi,  Georgia  (completed 
in  September  1992)  and  13  hospitals  in  Bishkek,  Kyrgyz 
(completed  in  March  1993)  have  been  upgraded  by  personnel  from 
the  US  Arrtiy's  7th  Medical  Command.   One  hospital  in  Georgia  and 
in  Kyrgyz  selected  for  upgrade  also  have  formed  a  partnership 
with  American  hospitals.   The  value  of  the  Georgia  upgrades  is 
$17.5  million  and  for  Kyrgyz  $23  million  dollars.   Medical 
equipment,  supplies,  medicines  as  well  as  user  training, 
maintenance  and  spare  parts  were  also  provided  as  part  of  the 
upgrade. 

AID  Emergency  Medicines  Program  has  purchased  over  $7.8 
million  of  critically  short  medicines  and  vaccines  and 
delivered  to  all  12  republics. 

-   AID  funded  an  emergency  children  vaccination  program  in 
Central  Asian  Republics  reaching  several  thousand  children  and. 
is  currently  purchasing  vaccines  for  follow  on  children's 
programs  in  Moldova,  Kyrgyzstan,  Kazakhstan,  Uzbekistan, 
Turkmenistan,  Georgia,  Armenia  and  the  Ukraine.   The  value  of 
this  program  was  $6  million  dollars. 
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Private  sector  contributions  to  all  12  republics  is  valued 
at  $75  million.   Private  groups  have  reached  over  48  cities 
throughout  the  Russian  Federation,  at  least  19  different 
locations  in  the  Ukraine  as  well  as  dozens  of  other  cities,  and 
oblast  throughout  the  other  republics.   This  program  continues 
using  funds  provided  by  DoD  to  pay  transportation  costs.   Over 
half  of  these  donations  were  delivered  in  calendar  year  1993. 


Current  Plans. 

The  U.S.  -  Russian  Expanded  Cooperation  Proposal  (Tokyo 
Package)  provides  $75  million  for  the  continuation  of  the 
provision  of  urgently  needed  pharmaceutical  supplies  which 
include  EPI  vaccines  and  medicines  for  particularly  vulnerable 
populations,  and  the  establishment  of  a  sustainable 
pharmaceutical  industry  which  would  enhance  Russian 
pharmaceutical  production,  procurement,  management  and 
regulatory  systems.   The  $75  million  humanitarian  component 
will  increase  and  augment  current  emergency  humanitarian 
assistance  activities  and  forge  an  essential  bridge  between 
donations  of  pharmaceuticals  and  self-sufficiency. 

Support  of  U.S.  Hospital  Partnerships.   Approximately  $18 
million  will  be  allocated  for  the  purchase  of  needed 
pharmaceuticals,  medical  supplies  and  nutritional  supplements 
to  nine  U.S. -Russian  hospital  partnerships,  under  the  auspices 
of  the  Hospital  Partnership  Program.   A  U.S.  PVO  will  develop  a 
program  to  procure  as  well  as  leverage  from  U.S.  companies 
essential  pharmaceuticals,  medical  supplies  and  nutritional 
supplements  determined  by  the  nine  hospital  partnerships  to  be 
determined  by  the  hospital  partners  with  approval  by  A.I.D  and 
FDA.   Priority  will  be  given  to  critically  needed 
pharmaceuticals,  (e.g.  insulin,  oncological  drugs, 
antibacterials,  analgesics,  anaesthetics  and  medical  devices) 
that  are  produced  by  U.S.  companies  that  have  taken  a 
leadership  role  in  sustainable  investment  projects  in  Russia. 
($18  million) 

Immunization  Program  for  the  Russian  Far  East.   A.I.D.  will 
implement  a  childhood  vaccine  .program  in  the  Russian  Far  East, 
particularly  focussing  on  the  4  cities  of  Vladivostok, 
Khabarovsk,  Sakhalin  and  Magadan.   This  program  would  provide 
the  basic  EPI  childhood  vaccines,  related  cold  chain  equipment, 
instruction  in  maintenance  and  repair  of  cold  chain  equipment, 
technical  assistance  in  new  vaccine  use,  technical  assistance 
on  U.S.  and  WHO  EPI  policies,  dosage,  immunization  schedules, 
regional  immunization  policy  development,  international 
procurement  practices  and  future  vaccine  procurements.   ($4 
mi  llion) 

Immunization  Programs  for  Military  Children  and  Returnees. 
A  second  vaccines-only  initiative  will  aid  the  newborns  and 
children  under  one  of  military  serviceman  and  returning  ethnic 
Russians.   This  immunization- program,  most  likely  conducted  by 
the  Defense  Department  Medical  Branch  or  a  US  PVO,  will  focus 
upon  locations  in  Russia  with  a  high  percentage  of  military 
dependents  or  housing  large  populations  of  returning  ethnic 
Russians.   This  program  will  provide  the  basic  EPI  vaccines  and 
required  needles  and  syringes  and  related  cold  chain 
equipment.   This  program  will  not  include  a  technical 
assistance  component.  ($5  million) 

Emergency  Response  and  Epidemiology  Fund.   Due  to  recent 
reports  of  diphtheria  and  polio  outbreaks  as  well  as  an  endemic 
situation  of  hepatitis  B,  an  emergency  response  fund  will 
purchase  vaccine  supplies  in  order  to  combat  disease  outbreaks. 
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epidemics  and  endemic  situations.   The  U.S.  will  draw  on  CDC's 
epidemiological  experts  to  assist  the  Russian  Ministry  of 
Health  and  the  State  Committee  on  Sanitation  and 
Epidemiological  Surveillance  in  tracking  and  control  of  such 
outbreaks.   ($5  million) 

Global  Polio  Eradication  1995.   The  Russian  Federation  is  a 
participant  in  the  global  polio  eradication  plan  to  stop 
poliomyelitis  transmission  by  the  end  of  1995.   Russia  still 
has  cases  of  polio  in  children,  especially  in  the  south  and 
east,  and  will  need  a  substantial  concerted  effort  to 
accomplish  eradication  by  1995.   Special  polio  control 
activities  will  include  purchase  of  cold  chain,  an  increase  in 
surveillance  activities  and  perhaps  purchase  of  polio  vaccine. 
<$3  million) 

-  A  significant  amount  of  Department  of  Defense  excess 
medicines,  medical  supplies  and  equipment  is  being  readied  for 
shipment  to  cities  in  the  Russian  far  east.   These  cities  are 
Magdan,  Khabarovsk.  Vladivostok  and  Yakutsk.   The  value  of  this 
program  is  estimated  to  be  $12  million  dollars.   We  anticipate 
this  being  completed  by  the  end  of  FY  93. 

-  We  have  recently  completed  site  surveys  of  8  hospitals  and 
one  dental  research  facility  in  the  Moscow  area.   We  anticipate 
delivery  of  medical  equipment  and  supplies  to  commence  on  or 
about  15  August  1993  with  completion  of  upgrade  of  Russian 
facilities  by  the  end  of  FY  93.   The  estimated  value  of  this 
donation  will  exceed  $25  million  dollars. 

Private  sector  donations  will  continue  to  be  shipped  as  they 
become  available  using  DoD  funds  to  pay  for  transportation.. 

-  Multilateral  efforts  include  a  joint  U.S.,  Japanese  and 
European  Community  vaccine  program  in  Georgia.   The  USG, 
Government  of  Japan  and  the  European  Community  are  currently 
developing  a  $4.4  million  joint  program  to  emergency  vaccines, 
cold  chain  and  related  technical  assistance  for  child 
immunization  needs  in  Turkmenistan,  Moldova,  Georgia,  and 
Kyrgyz.   The  program  is  scheduled  to  begin  in  August  1993  and 
be  completed  about  April  1994. 

0.  22.   Last  year,  through  legislation  I  offered.  Congress  tied 
future  assistance  to  Russia  to  the  removal  of  its  troops  from 
the  three,  independent  Baltic  countries. 

Has  Russian  troop  withdrawal  proceeded  at  a  pace  which 
meets  those  conditions? 

The  administration's  Officer  Resettlement  Initiative  is  to 
build  450  houses  for  officers  being  demobilized.   What 
guarantees  will  we  have  that  officers  receiving  this  housing 
will  be  those  withdrawn  from  sensitive  areas,  like  the  Baltic 
states,  and  not  retiring  or  active  senior  officers  simply 
cashing  in  on  our  generosity? 

Also  on  the  topic  of  the  Officer  Resettlement  Initiative, 
are  we  really  talking  about  building  single  family  dwellings, 
which  is  what  the  word  "houses"  brings  to  mind?   Would  not 
apartment  complexes,  which  are  more  compatible  with  the  Russian 
standard  of  living,  and  more  cost  effective  from  the  standpoint 
of  numbers  of  families  housed,  be  more  appropriate? 

Finally,  in  construction  projects  such  as  this,  what  effort 
will  be  made  to  direct  the  effort  to  the  U.S.  construction 
industry,  in  order  that  working  Americans  can  benefit  from  this 
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effort?   Is  U.S. -built,  pre-f abricated  housing  under 
consideration  for  this  program?   To  what  extent  is  the 
Administration  using  the  Israeli  housing  guarantee  program  as 
an  example  for  the  program? 


A.   Based  on  information  received  both  from  the  Russian  and 
Baltic  governments,  as  well  as  our  own  estimates,  the 
administration  is  convinced  that  Russia  intends  to  honor  its 
political  commitment  to  remove  all  of  its  forces  from  the 
Baltics.   The  Lithuanian  and  Russian  Defense  Ministers  signed  a 
withdrawal  agreement  on  September  8,  1992  committing  Russia  to 
withdraw  all  forces  by  August  31,  1993.   Russian  Defense 
Minister  Grachev  in  a  visit  to  Vilnius  on  May  19  reiterated 
that  Russia  would  abide  by  that  agreement.   In  spite  of  lack  of 
formal  agreements  with  Estonia  and  Latvia,  Russian  withdrawals 
have  continued  from  all  three  Republics  and  troop  levels  are 
now  estimated  to  number  much  less  than  half  of  their  early  1992 
totals. 

In  part,  due  to  a  chronic  housing  shortage  and  the  lack  of 
sufficient  social  services,  infrastructure  and  eroployioent 
opportunities,  troop  withdrawal  from  the  Baltics  is  somewhat 
slower  than  we,  the  Baits,  and  presumably  the  Russians,  would 
like. 

We  have  not  asked  for  guarantees  that  the  450  houses  being 
built  under, the  Officer  Resettlement  Initiative  will  go  to 
officers  from  the  Baltics,  although  the  program  is  clearly 
meant  to  contribute  to  the  withdrawal  of  Russian  forces  from 
the  Baltics.   The  Administration's  statements  on  this  issue 
have  indicated  that  officers  may  come  from  the  Baltics  and 
elsewhere.   The  project  is  not  linked  directly  to  the  Baltics 
for  several  reasons.   Foremost,  we  do  not  want  to  provide  an 
opportunity  for  the  Russian  government  to  halt  withdrawal 
because  the  U.S.  has  failed  to  provide  adequate  housing  for 
those  officers.   We  will  ensure  that  active  duty  senior 
officers  in  Russia  do  not  have  access  to  these  houses,  but 
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cannot  ensure  that  they  may  not  be  assigned  to  recently 
demobilized  officers  already  awaiting  housing.   The  reality  is, 
however,  that  most  municipalities  in  Russia  have  long  lists  of 
both  civilian  and  retired  military  who  are  awaiting  housing. 
To  avert  additional  problems  for  municipalities,  we  may  have  to 
agree  to  allocate  some  houses  to  those  retired  officers 
currently  on  waiting  lists.   Relieving  existing  housing 
pressure  will  in  turn  help  to  solve  the  housing  issue  for 
demobilizing  military. 

The  design  of  the  units  we  build  under  the  Officer 
Resettlement  Initiative  will  be  determined  by  financial 
considerations,  the  bids  and  designs  we  receive  from  builders, 
needs  of  municipalities,  and  the  time  frame  of  the  project.   We 
are  considering  a  range  of  options  from  single  family  houses  to 
small  apartment  complexes.   The  project  should  serve  as  a  model 
to  demonstrate  housing  design  not  currently  the  norm  in 
Russia.   In  addition,  we  would  also  like  to  encourage  the 
development  of  private  enterprise.   Building  large  apartment 
complexes  would  perpetuate  existing  practice  and  virtually 
eliminate  small  Russian  private  builders  from  competition  for 
this  project.   Site  selection  and  housing  design  should  be 
determined  by  late  June. 

The  $6  million  Officer  Resettlement  Initiative  also 
requires  that  we  retrain  the  officers  to  be  housed  under  the 
program.   In  addition,  we  believe  that  U.S.  oversight  is 
required  for  this  project.   We  estimate  that  the  cost  of  the 
training  and  oversight  elements  of  the  program  will  be  between 
$1.5  and  $2  million  leaving  approximately  $8,500  per  housing 
unit.   We  announced  the  project  to  U.S.  and  U.S. -Russian  joint 
venture  companies  at  several  levels.   Companies  which  had 
previously  expressed  an  interest  in  working  in  Russia  were 
contacted  individually.   On  a  larger  scale,  the  National 
Association  of  Home  Builders  was  briefed  on  the  program  and  a 
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notice  outlining  the  project  appeared  on  May  6th  in  the  May 
issue  of  The  American  Building  Products  Export  Council 
newsletter.   Many  U.S.  builders  have  responded,  but  we  believe 
only  those  established  in  Russia  or  with  pre-existing  joint 
venture  arrangements  will  be  in  a  position  to  bid  due  to  the 
difficult  working  environment  in  Russia  and  the  program's  short 
time  frame.   It  is  improbable  that  U.S.  built,  pre-f abricated 
housing  can  be  shipped  to  Russia  within  the  budget  for  this 
program.   On  the  other  hand,  contracting  with  private,  locally 

established  builders Russian,  U.S.,  or  U.S. -Russian  joint 

ventures will  help  achieve  one  of  our  goals:   development  of 

the  private  sector. 

The  Israeli  housing  guarantee  program  is  not  being  used  as 
a  model  for  this  project.   Where  applicable,  lessons  from  the 
Israeli  program  are  being  used.   Unlike  the  Israeli  guarantee 
program,  the  U.S.  program  is  designed  to  construct  a  relatively 
small  number  of  houses  on  a  much  smaller  budget  in  a  much 
shorter  period  of  time,  i.e.  completion  by  July  1994,  with  the 
intention  of  using  local  materials  where  possible. 


Q.  23.   Even  after  pressing  the  Russian  leadership  on  this 
issue  at  every  opportunity,  we  are  still  not  seeing  free, 
unhindered  emigration  for  Jews  and  others  from  the  former 
Soviet  Union.   At  this  point,  several  hundred  *" ref useniks"  are 
still  trapped  in  denial,  and  new  cases  continue  to  arise, 
particularly  affecting  those  under  the  "state  secrets" 
restriction  clause.   Also,  there  remain  significant  problems 
with  the  new  Exit/Entry  law,  the  implementation  of  which  has 
been  postponed  until  June.   Nevertheless,  during  the  Vancouver 
Summit  Press  Conference,  it  was  reported  that  President  Yeltsin 
stated  that  he  and  President  Clinton  agreed  to  "do  away  with" 
the  Jackson-Vanik  restrictions.   I  firmly  believe  Jackson-Vanik 
has  served  as  a  primary  component  of  our  foreign  policy  in 
ensuring  that  current  levels  of  emigration  are  sustained. 

Given  that  obstacles  to  free  emigration  persist,  and  that  the 
situation  in  Russia  is  uncertain,  would  it  not  be  wiser  for  us 
to  keep  Russia  within  the  bounds  of  the  Jackson-Vanik  amendment 
by  granting  a  multi-year  waiver  rather  than  classifying  Russia 
as  being  in  compliance  with  the  Amendment? 

Furthermore,  what  can  the  United  States  do  to  help  resolve  this 
situation?   What  needs  to  be  done  to  allow  the  remaining 
refuseniks  to  emigrate  and  what  are  the  problems  in 
implementing  the  Exit/Entry  Law?   How  do  we  work  with  the 
Russians  to  finish  the  job? 
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A.   At  the  Vancouver  Summit,  President  Clinton  and  President 
Yeltsin  discussed  the  desirability  of  reviewing  and  updating 
U.S.  laws  and  regulations  to  reflect  the  end  of  the  Cold  War. 
Congress  has  already  acted  to  revise  many  laws  to  reflect  the 
fact  that  a  communist  Soviet  Union  has  been  replaced  by  a 
democratic  Russia  and  other  new  independent  states.   Many  laws 
and  regulations,  however,  remain  that  contain  language  and 
restrictions  that  fail  to  reflect  the  end  of  the  Cold  War  and 
that  impede  relations  with  Russia  and  the  other  new  independent 
states . 

On  April  23,  the  President  ordered  an  Executive  review  of 
laws  and  regulations  so  that,  where  appropriate  and  consistent 
with  U.S.  security  and  other  national  interests,  such 
provisions  can  be  revised  or  removed.   The  President  asked 
Ambassador-at-Large  Strobe  Talbott  to  coordinate  this  review  on 
an  expedited  basis.   The  President  has  indicated  that  he 
welcomes  these  efforts  to  help  this  review  proceed  as  quickly 
as  possible. 

This  review  will  weigh  all  considerations  that  pertain  to 
revision  of  such  provisions,  and  the  initiation  of  the  review 
may  help  to  remedy  some  of  the  circumstances  that  have 
justified  such  provisions  in  the  past.   For  example,  because 
the  Russians  are  eager  to  have  their  status  changed  under  the 
Jackson-Vanik  provisions.  President  Yeltsin  personally  assured 
President  Clinton  in  Vancouver  that  he  would  look  into 
individual  cases  involving  continuing  restrictions  on 
emigration  from  Russia.   By  addressing  such  issues,  this  review 
can  help  strengthen  the  bonds  of  trust  and  partnership  between 
the  U.S.  and  Russia. 

Let  me  assure  you  that  we  continue  to  support  strongly  the 
right  of  Russian  Jews,  and  indeed  all  Russian  citizens,  to 
emigrate  freely.   Recent  emigration  statistics  illustrate  the 
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dramatic  progress  that  President  Yeltsin's  government  has  made 
on  this  front:   thousands  of  Russians  traveled  abroad  and 
emigrated  during  1992;  many  former  Russian  citizens  who  reside 
abroad  were  allowed  to  return  to  visit;  and  about  100,000  Jews 
emigrated  from  the  former  Soviet  Union,  most  of  these  from 
Russia . 

At  the  same  time,  we  remain  concerned  that  Russia's  law  on 
free  emigration  has  not  yet  been  fully  implemented  and 
outstanding  cases  remain  of  "refuseniks"  denied  permission  to 
emigrate.   The  new  emigration  law,  for  the  first  time  in 
Russia's  history,  guarantees  Russian  citizens  the  right  to 
emigrate  and  codifies  emigration  procedures.   This  law  was 
originally  passed  by  the  U.S.S.R.  Supreme  Soviet  in  May  1991. 
The  Soviet  and  Russian  Governments  adhered  to  many  of  its 
provisions,  but  decided  to  implement  the  law  gradually  through 
January  1,  1993.   Unfortunately,  full  implementation  of  the  law 
has  now  been  further  delayed  by  cumbersome  bureaucracies  and 
political  opponents  of  free  emigration.   Even  when  the  law  is 
fully  implemented,  it  will  prohibit  emigration  on  two  grounds: 
access  to  state  secrets  within  the  past  five  years;  and  failure 
to  receive  permission  to  emigrate  from  spouses  and  parents  who 
may  be  financially  dependent  on  the  prospective  emigrant. 

The  Russian  Government  has  formed  a  high-level  panel, 
chaired  by  Deputy  Foreign  Minister  Lavrov,  to  review  cases  of 
Russian  citizens  denied  permission  to  emigrate.   As  we  have 
done  in  the  past,  we  will  continue  to  raise  such  cases  with  the 
Russian  Government  and  press  for  free  emigration  for  all 
Russian  citizens  who  wish  to  do  so. 


Q.   Ensuring  the  food  security  and  nutrition  of  the  people  of 
the  former  Soviet  Union  and  addressing  agricultural  marketing 
and  distribution  problems  are  some  of  the  most  pressing 
problems  facing  the  Former  Soviet  Union  (FSU) .   How  is  the 
funding  made  available  under  the  Freedom  Support  Act  being 
targeted  to  address  these  needs  of  the  CIS  states? 

How  would  you  strengthen  the  small  agribusiness  sector  in 
the  CIS  states  in  order  to  accomplish  these  goals? 
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A.   The  Department  of  Agriculture  (USDA)  is  providing  U.S. 
agricultural  commodities,  through  donations  and  concessional 
sales,  to  meet  the  immediate  food  security  and  nutritional 
needs  of  the  people  of  the  New  Independent  States  (NIS)  of  the 
former  Soviet  Union.   Included  among  these  commodities  are  $30 
million  of  infant  formula,  whole  fat  dry  milk,  cereals  and 
nutritional  supplements  targetted  specifically  for  children  and 
pregnant  and  post-partum  women. 

To  meet  these  food  security  and  nutritional  needs  on  a 
sustainable  basis,  USDA  and  the  Agency  for  International 
Development  (AID)  are  using  funds  authorized  by  the  FREEDOM 
Support  Act  to  encourage  the  development  of  private, 
market-oriented  agricultural  systems  in  the  NIS.   Programs  such 
as  AID'S  agribusiness  development  project  and  grain  and  potato 
storage  demonstration  projects  give  particular  emphasis  to 
private  food  storage,  processing,  marketing,  and  distribution 
systems  in  the  NIS.   USDA's  activities  in  the  area  of  policy 
advice,  wholesale  market  development,  and  extension  services 
are  designed  to  establish  the  necessary  conditions  for  the 
private  agricultural  sector  to  develop. 

Q.   President  Clinton  has  made  clear  that  he  will  make  every 
effort  to  ensure  that  any  U.S.  aid  to  the  Soviet  Union  goes 
directly  to  programs  that  assist  those  in  need  and  not  get 
trapped  in  bureaucracy. 

What  efforts  have  been  made  to  carry  out  the  President's 
goals  in  agriculture  programs  in  the  FSU7 

A.   Our  technical  assistance  programs  in  agriculture  have,  as 
their  principle  purpose,  the  strengthening  of  the  private  farm 
sector  in  the  New  Independent  States  (NIS)  of  the  former  Soviet 
Union.   As  a  result,  most  of  our  programs  work  outside  NIS 
government  structures.   The  Agency  for  International 
Development's  (AID)  Farmer-to-Farmer  Program,  for  example,  will 
send  over  1,700  volunteers  to  the  NIS  over  a  three-year  period 
to  work  directly  with  private  farmers,  private  farm 
associations,  and  private  agricultural  enterprises.   The 
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Department  of  Agriculture's  Cochran  Fellowship  Program  selects 
individuals  from  the  NIS  to  participate  in  short-term  training 
in  agribusiness  in  the  United  States.   AID'S  agribusiness 
development  project  provides  support  to  U.S.  firms  making 
investments  in  private  or  privatizing  agribusinesses  in  the  NIS. 

Some  technical  assistance  programs,  such  as  the  placement 
of  long-term  agricultural  policy  advisors  with  the  Ministries 
of  Agriculture  in  Russia  and  Kazakhstan,  are  intended  to  help 
these  governments  establish  the  necessary  conditions  for  the 
development  of  a  market-based  agricultural  sector. 


Q.   The  U.S.  has  the  most  productive  agricultural  sector  in  the 
world  which  has  benefitted  from  its  close  relationship  with  the 
U.S.  science  and  technological  sectors.   In  addition,  American 
colleges  and  universities  have  played  an  extremely  significant 
role  in  the  agriculture  sector  through  research  and  applied 
science  and  by  working  directly  with  the  agricultural  sectors 
in  their  communities. 

Will  the  programs  to  aid  the  agricultural  sectors  in  the 
FSU  draw  upon  the  vast  resources  and  agricultural  expertise  of 
American  colleges  and  universities? 

What  efforts  are  you  making  to  ensure  that  the  American 
expertise  and  resources  being  drawn  upon  to  aid  the  former 
Soviet  Union  is  representative  of  all  U.S.  communities? 

Will  U.S.  small  businesses  and  non-profit  organizations 
participate  in  programs  to  aid  the  FSU? 


A.   U.S.  Government  programs  to  aid  the  agricultural  sectors  in 
the  New  Independent  States  (NIS)  of  the  former  Soviet  Union 
rely  on  the  expertise  found  in  U.S.  colleges  and  universities, 
the  private  sector,  and  private  individuals.   Our  Farmer-to- 
Farmer  program,  for  example,  which  will  send  about  1,700 
volunteers  to  the  NIS  over  a  three-year  period,  draws  its 
volunteers  from  U.S.  agribusinesses,  land  grant  universities, 
agricultural  credit  institutions,  cooperatives,  and  private 
farmers  throughout  the  U.S.   The  program  is  implemented  by  six 
U.S.  private  voluntary  organizations.   A  professor  from  a 
leading  land  grant  university  serves  as  a  policy  advisor  to  the 
Russian  Ministry  of  Agriculture.   The  Extension  Service  project 
in  Armenia  is  headed  by  a  land  grant  university  extension 
specialist,  and  is  staffed  by  university  personnel  from  across 
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the  country.   The  agribusiness  development  project, 
administered  through  agribusiness  trade  associations, 
encourages  U.S.  trade  and  investment  in  private  agricultural 
enterprises  in  the  NIS  by  U.S.  agribusinesses  of  all  sizes. 

Q.   The  Center  for  Applied  Biotechnology  in  Agriculture  (CABA) 
has  an  Agricultural  Initiative  for  Russia  and  the  CIS.   The 
CABA  proposal  addresses  many  of  the  agricultural  problems 
facing  the  FSU  by  drawing  upon  the  agricultural  expertise  of 
American  colleges  and  universities. 

What  consideration  has  been  given  to  implement  the  CABA 
Agricultural  Initiative  for  Russia  and  the  CIS? 

A.   The  Agency  for  International  Development  (AID)  has  reviewed 
the  proposal  submitted  by  the  Center  for  Applied  Biotechnology 
in  Agriculture  (CABA).   In  its  response  to  CABA,  AID  suggested 
that  CABA  submit  its  proposal  to  Citizens  Network  Agribusiness 
Alliance  or  Tri-Valley  Growers  for  possible  subgrant  funding. 
These  two  agribusiness  associations  were  recently  awarded 
grants  by  AID,  under  a  competitive  solicitation,  to  promote 
trade  and  investment  in  agricultural  activities  in  the  New 
Independent  States  (NIS)  of  the  former  Soviet  Union.   Under 
these  AID  grants,  the  associations  will  be  providing  funding  to 
their  member  companies  and  possibly  others  to  encourage  private 
U.S.  investment  in  agricultural  production,  processing,  and 
marketing  in  the  NIS.   CABA  may  also  contact  the  two 
associations  for  a  list  of  the  subgrant  companies  with  which 
CABA  may  be  able  to  develop  joint  activities. 

We  look  forward  to  the  implementation  of  this  agribusiness 
initiative  as  a  key  element  in  the  U.S.  effort  to  support  the 
development  of  private  food  and  agricultural  systems  in  the 
NIS,  and  encourage  CABA  to  explore  ways  in  which  they  may 
participate  in  this  U.S.  Government-private  sector  partnership. 

Q.   We  are  concerned  that  Serbian  assets  will  be  transferred  to 
Russia  to  avoid  international  confiscation  as  mandated  by  the 
imposition  of  tighter  UN  sanctions.   If  this  occurs,  the 
possibility  exists  that  Serbian  funds  will  comingle  with 
American  aid,  some  of  which  may  well  be  deposited  in  the  same 
Russian  banks.   Before  Congress  approves  a  Russian  aid  package, 
what  assurances  can  you  give  that  Russian  assistance  to  the 
Serbs  will  be  thoroughly  investigated  to  determine  whether 
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Russian  banks  will  serve  as  a  safe  refuge  for  Serbian  assets 
which  fund  ethnic  cleansing? 

A.   We  are  encouraged  by  President  Yeltsin's  forceful  statement 

of  April  27  in  which  he  was  critical  of  the  Serbian  rejection 

of  the  Vance/Owen  plan  and  the  indications  that  Russia  will 

fully  implement  the  sanctions  on  Serbia/Montenegro  that  went 

into  effect  April  26. 

The  Russian  government  is  legally  bound  to  implement  the 
provisions  of  UNSC  Resolution  820,  including  freezing  of  any 
funds  of  Serbian/Montenegrin  companies  and  financial 
institutions.   We  have  raised  the  issue  at  high  levels  with  the 
Yeltsin  government  and  expect  Russian  authorities  to  take 
measures  consistent  with  its  obligations  as  a  UN  member  to 
implement  the  provisions  of  UNSC  820. 

When  we  become  aware  of  possible  sanction  violations,  we 
request  the  foreign  governments  to  investigate  and  take 
appropriate  actions  against  potential  violators.   We  are 
engaged  in  a  constructive  dialogue  with  Russia  on  ways  to 
tighten  existing  sanction  measures  and  to  increase  enforcement 
activities.   We  have  stressed  the  importance  of  maintaining 
international  compliance  with  the  sanctions  regime  and  will 
continue  to  do  so. 


QUESTIONS  SUBMITTED  BY  SENATOR  D'AMATO 

Q.   I  understand  that  the  Administration  pledged  $1.8  billion 
at  the  recent  Group  of  Seven  meeting  in  Tokyo.   While  $500 
million  is  targeted  for  the  privatization  fund  to  be  set  up, 
what  will  the  other  $1.3  billion  cover  and  where  do  you  plan  to 
get  these  funds?   I  hope  that  it  will  not  be  simply  added  to 
the  deficit. 


A.   President  Clinton  has  announced  a  package  of  assistance  for 
Russia  beyond  that  unveiled  in  Vancouver.   This  package  will 
provide  $1.8  billion  in  grants  and  credits  for  Russia  and  the 
other  NIS.   Details  will  be  finalized  in  consultation  with 
Congress  and  the  Russian  Government,  but  our  present  intention 
is  to  focus  on  the  following  sectors  which  Russian  officials 
have  already  indicated  are  priorities  in  the  reform  process: 


331 


Energy  and  environment:   We  will  increase  funding  to 
improve  nuclear  reactor  safety,  finance  U.S.  exports  of 
energy  and  environmental  equipment,  and  provide  technical 
assistance  to  improve  energy  efficiency  and  reduce 
pollution. 

Military  Officer  Resettlement;   This  would  finance 
construction  of  additional  housing  for  demobilized  military 
officers  and  provide  technical  assistance  to  support  a 
World  Bank  housing  sector  loan  to  promote  a  private  housing 
market . 

Private  Sector  Support:  Technical  programs  are  planned  to 
support  private  farming  and  business  through  the  extension 
of  technical  assistance,  loans,  and  equity  investments. 

Democratization  and  Exchanges:   Under  the  President's 
Democracy  Corps  initiative,  this  would  expand  the  number  of 
people-to-people  exchanges  and  support  a  rule  of  law 
consortium  and  an  independent  media  fund. 

Humanitarian  Assistance:   To  meet  critical  medical  needs, 
this  would  supply  vaccines  and  other  medicines  and  extend 
technical  cooperation  to  the  pharmaceutical  sector  to  boost 
production,  distribution  and  quality  control  of  medicines. 
Trade  and  Investment:   Eximbank  and  OPIC  would  provide 
additional  credits  and  guarantees  to  finance  projects  in 
areas  such  as  telecommunications,  mineral  extraction  and 
air  traffic  control,  as  well  as  other  infrastructure 
projects  and  defense  conversion. 

In  addition  to  these  bilateral  activities,  we  have  proposed 
joint  financing  with  our  G-7  partners  in  support  of  the 
privatization  of  large  state-owned  enterprises.   We  have 
suggested  that  implementation  of  this  program  could  be  overseen 
by  a  Moscow-based  office  of  G-7  representatives. 

The  Administration  is  currently  considering  a  number  of 
options  for  funding  these  proposals.   No  final  decision  has  yet 
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been  made.   We  plan  to  consult  with  Congress  on  this  important 
funding  issue. 

Question: 

In  the  Fy94  DoD  budget  request,  I  understand  there  is  an 
Administration  request  for  $400  million  in  threat  reduction  aid 
for  the  former  Soviet  Union.   Why  is  DoD  administering  aid  to  the 
FSU7   Doesn't  this  come  under  Secretary  of  State  Christopher's 
budget? 

Answer: 

o    The  original  Nunn-Lugar  legislation,  which  covered  FY92  and 
93  funds,  specified  that  the  Department  of  Defense  act  as  the 
executive  agent  for  this  assistance. 

o   Although  this  legislation  was  drafted  by  Congress,  it  is  our 
understanding  that  the  rationale  behind  this  arrangement  was 
that  the  funds  were  DoD  funds  and  that  the  Congress  wanted 
DoD,  where  much  of  the  technical  expertise  in  dismantlement 
is  resident,  to  be  central  to  this  program. 


o 


Because  the  Fy92  and  93  money  is  already  being  administered 
by  DoD  there  are  substantial  advantages  in  retaining  this 
arrangement  for  FY94  funds  to  ensure  programmatic  continuity. 

o    Other  agencies  are  involved  with  the  Safe  and  Secure 

Dismantlement  (SSD)  program  funded  by  the  Nunn-Lugar  funds  - 
all  the  traditional  arms  control  agencies  (JCS,  ACDA,  DoE, 
State,  and  DoD)  are  represented  on  delegations  and,  as 
necessary,  on  technical  teams. 

Q.  4.     For  example,  I  understand  that  there  are  still  $800 
million  in  Nunn-Lugar  funds  for  nuclear  disarmament,  yet  to  be 
spent.   If  this  is  true,  why  has  it  not  been  spent,  and 
furthermore,  why  is  the  Administration  asking  for  $400  million 
more  in  follow  on  funds  for  this? 

A.   Nunn-Lugar  legislation  for  FY  92  and  93  provided  a  total  of 
$800  million  for  safety  and  secure  dismantlement  (SSD)  for  the 
FSU.   Thus  far,  the  Administration  has  notified  Congress  of 
proposed  obligations  totaling  $458.54  million  for  SSD  assistance 
to  the  four  FSU  states  certified  as  eligible  for  Nunn-Lugar 
funds:   Belarus,  Kazakhstan,  Russia  and  Ukraine.   In  general 
terms,  the  U.S.  has  pledged  at  least  $400  million  in  Nunn-Lugar 
funds  for  Russia  and  at  least  $175  million  for  Ukraine.   Also, 
approximately  $75  million  has  been  pledged  to  Belarus,  which 
includes  $65  million  pledged  in  the  wake  of  their  ratification  of 
START  and  their  parliament's  agreement  to  adhere  to  the  NPT  as  a 
non-nuclear-weapon  state.   These  pledges,  some  of  which  are 
included  in  the  $458.54  million  of  proposed  obligations,  total  at 
least  $640  million. 
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Based  on  the  progress  made  so  far  and  the  belief  that 
continued  engagement  with  all  four  states  to  develop  additional 
SSD  projects  of  mutual  interest  will  be  just  as  fruitful,  the 
Administration  has  requested  an  additional  $400  million  for  FY  94 
to  continue  and  expand  cooperative  threat  reduction  efforts  under 
Nunn-Lugar.   This  reflects  the  Administration's  strong  support  of 
the  SSD  program  which  we  view  as  an  integral  part  of  our  broad 
policy  of  cooperation  with  these  states.   We  are  also  seeking 
relief  from  existing  legislation  to  allow  us  to  quicken  the  pace 
at  which  we  can  provide  assistance  and  to  provide  greater 
flexibility  and  responsiveness  in  achieving  the  policy  goals  of 
the  Munn-Lugar  legislation. 

Q.  5.   Last  year.  Congress  conditioned  aid  to  Russia  based  on 
Russia's  supply  of  sophisticated  weapons  to  Iran.   What  actions 
are  you  taking  to  pressure  Russia  into  stopping  its 
contribution  to  Iran's  massive  military  buildup? 

A.   This  Administration  shares  your  concerns  about  Russian  arms 
sales  to  Iran.   On  February  3,  1993  Secretary  Christopher  sent 
a  report  to  Congress  pursuant  to  Section  599B(a)  of  the  Foreign 
Operations,  Export  Financing,  and  Related  Programs 
Appropriations  Act,  Fiscal  Year  1993,  on  our  efforts  with 
Russia  to  reduce  exports  of  sophisticated  conventional  weapons 
to  Iran  and  to  prevent  sales  to  Iran  of  any  destabilizing 
numbers  and  types  of  such  weapons.   Since  then,  we  have 
continued  our  efforts  to  persuade  the  Russian  government  on 
this  matter. 

At  the  April  Vancouver  Summit,  President  Clinton  discussed 
Russian  arms  and  technology  transfers  to  Iran  with  President 
Yeltsin.   Secretary  Christopher  has  raised  this  matter  in  each 
of  his  meetings  with  Foreign  Minister  Kozyrev,  in  Geneva, 
Washington,  Vancouver,  and  Moscow.   He  noted  Iran's  support  for 
terrorism,  abuse  of  human  rights,  and  efforts  to  obtain  weapons 
of  mass  destruction.   He  made  clear  that  we  see  no  improvement 
in  Iran's  behavior  in  those  areas.   Other  American  and  Russian 
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officials  have  addressed  this  problem  in  their  meetings.  The 
dialogue  with  Russia  on  arms  sales  to  Iran  is  active  and  will 
remain  so  as  long  as  our  concerns  persist. 

The  U.S.  government  has  conveyed  to  the  Russian  government 
the  provisions  of  the  Iran-Iraq  Arms  Non-Proliferation  Act  and 
made  clear  the  potential  repercussions  for  Russia  of  making 
transfers  of  destabilizing  numbers  and  types  of  advanced 
conventional  weapons  as  defined  by  the  Act. 

Satisfactory  resolution  of  the  differences  between  the 
American  and  Russian  views  of  arms  sales  to  Iran  will  not  be 
easy  to  achieve.   We  will  continue  to  watch  closely  any  arms 
transactions  between  Russia  and  Iran. 

Later  this  year  Secretary  Christopher  will  inform  the 
appropriate  congressional  committees  of  the  status  of  these 
discussions  as  required  by  the  Foreign  Operations  Act. 
Addressing  the  problem  of  Russian  exports  of  sophisticated 
conventional  weapons- to  Iran  is  a  high  priority  of  the  United 
States. 

6.   Question:   Similarly,  the  Congress  also  conditioned  aid  on 
Russia  pulling  its  forces  out  of  the  Baltics.   What  actions  are 
being  taken  in  this  regard? 

Answer :   Russia  has  been  steadily  drawing  down  its  forces, 
since  early  1992,  from  all  three  Baltic  countries.   In 
mid-1992.  President  Yelstin  made  a  public,  political  commitment 
to  withdraw  all  troops  from  the  Baltics;  since  then,  Russia  has 
continued  negotiations  with  the  Baltic  nations  aimed  at 
reaching  agreements  on  withdrawal  timetables.   The  question 
remains  on  our  bilateral  agenda  and  we  reiterate  to  the  Russian 
government  at  every  opportunity  the  importance  we  place  upon 
Russian  fulfillment  of  its  commitment  to  complete  withdrawal. 
We  also  have  noted  that  further  U.S.  assistance  is  legally 
linked  to  Russian  progress  in  troop  withdrawal. 
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QUESTIONS  SUBMITTED  BY  SENATOR  ARLEN  SPECTER 

Q.   1.   In  this  new  economic  assistance  package,  there  are 
reports  that  the  G-7  countries  will  reschedule  the  $75  billion 
in  outstanding  loans  and  the  $15  billion  of  overdue  debt 
payinent.   In  addition  to  this  rescheduling,  the  G-7  is  offering 
to  provide  an  additional  $28.4  billion  of  economic  aid.   This 
would  increase  the  total  Russian  debt  to  the  West  to  over 
$100  billion.   Yesterday  during  your  hearing  with  the  House 
Appropriations  Foreign  Operations  Subcommittee  you  made  the 
following  statement:   "we're  not  just  giving  things  away;  we 
must  get  something  in  return."   My  colleague.  Sen.  Lugar,  has 
also  expressed  an  interest  in  requiring  Russia  to  put  up  future 
profits  from  oil  exploration  as  collateral  for  new  U.S.  aid. 
In  view  of  the  fact  that  Russia  has  great  reserves  of  natural 
resources,  oil  and  other  precious  minerals,  is  the 
Administration  considering  securing  collateral  for  this  new  aid 
package?   Are  there  other  kinds  of  collateral  or  assurances  the 
Administration  is  considering  to  secure  some  level  of  repayment 
for  U.S.  commitments? 


A.   Let  me  first  clarify  the  statement  about  debt.   The 
estimated  total  debt  owed  by  the  former  Soviet  Union  (FSU)  to 
both  official  and  commercial  creditors  is  about  $75  billion. 
Under  their  original  agreements,  thesa  debts  are  to  be  repaid 
anywhere  from  a  few  months  to  several  years  after  they  were 
contracted.   The  official  bilateral  creditors  are  owed  about 
$40  billion  in  short,  medium  and  long  term  debt.   On  April  2, 
they  agreed  with  the  Russians  to  reschedule  $15  billion  of 
principal  and  interest  payments  due  this  year.   Nonrescheduled 
payments  are  to  be  paid  as  they  come  due. 

The  assistance  package  put  together  by  the  G-7  is  a 
combination  of  credit  guarantees  and  loans  from  a  variety  of 
sources.'  Some  of  it  is  conditioned  on  Russia  taking  the  steps 
necessary  to  stabilize  and  reform  its  economy.   These  steps, 
coupled  with  Russia's  tremendous  resource  wealth,  should 
improve  Russia's  capacity  to  service  its  debts  in  the  future. 

Some  of  the  new  lending  under  consideration  for  Russia  is 
to  its  oil  and  gas  sector.   To  this  end,  the  U.S.  Export-Import 
Bank  is  negotiating  an  oil  and  gas  framework  agreement  under 
which  some  loans  made  to  this  sector  would  be  secured  with 
escrow  accounts  into  which  revenues  from  these  projects  will  be 
deposited  to  service  the  debt. 
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Q.  2.     With  North  Korea  withdrawing  from  the  Non-Prolif eration 
Treaty  and  some  recent  press  reports  suggesting  that  the  Ukraine 
may  be  unwilling  to  ratify  START  I  and  the  Non-Prolif eration 
Treaty,  what  plans  or  initiatives  does  the  Administration  have  to 
encourage  the  Ukraine  to  turn  over  its  nuclear-tipped  weapons 
back  to  Russia?   Are  there  other  options  such  as  just  dismantling 
those  weapons  in  the  Ukraine? 

A.   We  recognize  that  some  elements  within  Ukraine  have  serious 
concerns  about  becoming  a  non-nuclear  weapon  state  under  the 
NPT.   We  have  therefore  engaged  the  government  of  Ukraine  in 
several  areas,  including  security  assurances,  sharing  the 
proceeds  from  sales  to  the  U.S.  of  HEU  derived  from  dismantled 
nuclear  weapons,  and  SSD  assistance.   The  latter  includes 
emergency  response  equipment,  fissile  material  control  and 
accounting,  government-to-government  communications  link,  export 
control  and  strategic  nuclear  delivery  vehicle  dismantlement,  as 
well  as  the  umbrella  agreement.   Ambassador  Talbott's  visit  to 
Kiev  during  the  week  of  May  10  sought  to  broaden  the  scope  of 
U.S . -Ukrainian  relations,  while  making  it  clear  that  the  U.S. 
places  great  importance  on  Ukraine's  fulfillment  of  its  Lisbon 
commitments . 

In  signing  the  May  1992  Lisbon  Protocol,  Ukraine  obliged 
itself  to  adhere  to  the  NPT  as  a  non-nuclear  weapon  state  in  the 
shortest  possible  time.   The  most  expeditious  way  to  meet  this 
goal  is  to  transfer  the  arms  to  Russia,  which  already  has  the 
wherewithal. to  dismantle  them.   For  Ukraine  to  undertake  such  a 
dismantlement  project  on  its  own  territory  and  develop  the 
requisite  infrastructure  would  be  prohibitively  expensive,  not  to 
mention  the  environmental  damage  that  might  result  from  accidents 
or  mishandling. 


It  is  our  understanding  that  the  Administration  plans  to 
make  an  official  request  for  the  additional  $1.8  billion  in 
economic  aid  to  Russia  and  the  CIS  in  the  form  of  an  Emergency 
Supplemental  Appropriations  Bill.   Is  there  any  effort  or  will 
there  be  any  by  the  President  to  identify  offsets  to  pay  for 
the  additional  aid? 
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there  be  any  by  the  President  to  identify  offsets  to  pay  for 
the  additional  aid? 

We  are  in  the  process  of  ironing  out  the  details  of  the 

$1.8  billion  bilateral  package  from  the  Tokyo  G-7  meeting.   We 

have  had  informal  conversations  with  Senate  Members  and  staff 

on  what  the  package  should  contain  and  how  to  pay  for  it. 
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SUBCOMMITTEE  RECESS 


Senator  Leahy.  The  subcommittee  will  stand  in  recess  until  10 
a.m.,  on  Tuesday,  April  27,  when  we  will  hear  from  the  Secretary 
of  the  Treasury,  Lloyd  Bentsen,  on  multilateral  assistance — ^fund- 
ing and  policy  issues. 

[Whereupon,  at  3:55  p.m.,  Wednesday,  April  21,  the  subcommit- 
tee was  recessed,  to  reconvene  at  10  a.m.,  Tuesday,  April  27.] 
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FOREIGN  OPERATIONS,  EXPORT  FINANCING, 
AND  RELATED  PROGRAMS  APPROPRIA- 
TIONS FOR  FISCAL  YEAR  1994 


TUESDAY,  APRIL  27,  1993 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  10:04  a.m.,  in  room  SD-106,  Dirksen 
Senate  Office  Building,  Hon.  Patrick  J.  Leahy  (chairman)  presid- 
ing. 

Present:  Senators  Leahy,  Feinstein,  McConnell,  Specter,  and 
Mack. 

DEPARTMENT  OF  THE  TREASURY 

Multilateral  Development  Banks 

statement  of  hon.  lloyd  bentsen,  secretary  of  the  treas- 
URY 

ACCOMPANIED   BY  BRIAN   CROWE,   DEPUTY  DIRECTOR,   OFFICE   OF 
MULTILATERAL  DEVELOPMENT  BANKS 

OPENING  REMARKS  OF  SENATOR  PATRICK  LEAHY 

Senator  Leahy.  The  committee  will  come  to  order. 

Today,  we  are  going  to  be  considering  the  administration's  budg- 
et request  for  the  multilateral  development  banks.  Our  witness  is 
Treasury  Secretary  Lloyd  Bentsen. 

My  notes  say  I  am  to  mention  that  he  is  no  stranger  to  the  Sen- 
ate. I  can  say  this  very  well.  Secretary  Bentsen  served  in  the  Sen- 
ate long  before  I  came  here.  He  was  one  of  my  mentors  when  I 
came  to  this  body.  We  do  miss  him  here  in  the  Senate. 

Mr.  Secretary,  it  is  good  to  have  you  here.  We  wrestle  with  those 
things  that  you  used  to  try  on  our  leaders  in  the  caucuses,  and,  of 
course,  any  time  you  would  like  to  come  back  and  dive  head  first 
into  that  snake  pit,  you  are  more  than  welcome. 

I  might  say  also,  Mr.  Secretary,  that  this  subcommittee  has  had 
a  strong  interest  in  the  World  Bank  and  in  the  other  multilateral 
development  banks  for  many  years,  and  long  before  I  became  its 
chairman.  There  is  no  question  that  these  institutions  are  going  to 
play  an  increasingly  important  role  in  supporting  economic  devel- 
opment on  practically  every  continent  in  the  years  ahead. 

I  note  that  one  of  the  charts  you  have  here  shows  that. 

We  have  made  relatively  small  contributions  to  the  banks  and  we 
are  able  to  leverage  enormous  resources  to  support  struggling 
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economies  in  countries  that  have  no  other  access  to  capital.  Of 
course,  that  could  be  of  real  benefit  to  the  United  States  in  every- 
thing from  trade  to  stability  in  areas  where  if  there  is  not  stability, 
the  United  States  oftentimes  has  to  step  in. 

The  MDB's  have  generated  hundreds  of  millions  of  dollars  in 
American  exports.  They  have  created  thousands  of  jobs  in  virtually 
every  State  in  the  country.  I  know  they  have  even  in  mine.  They 
certainly  have  in  your  home  State  of  Texas. 

Interestingly  enough,  very  few  Americans  are  aware  of  the  num- 
ber of  jobs  they  have  created  right  here  in  this  country.  Particu- 
larly those  who  take  the  attitude  that  any  foreign  aid  is  a  give- 
away that  we  can  ill  afford,  they  ignore  the  fact  that  oftentimes  it 
creates  jobs  here  in  the  United  States. 

But  I  think  the  MDB's  need  to  be  much  more  than  simply  an  en- 
gine of  economic  growth.  The  developing  countries  are  facing  enor- 
mous social,  environmental,  and  political,  as  well  as  economic,  chal- 
lenges that  require  the  banks'  urgent  attention.  Look  at  the  un- 
checked population  growth  in  a  number  of  countries.  Not  only  are 
they  not  able  to  feed  themselves  today,  but  they  are  creating  popu- 
lations that  they  will  never  be  able  to  feed,  with  unprecedented 
pressures  on  the  environment.  A  dwindling  natural  resource  base 
is  being  cut  down,  mined,  or  otherwise  exploited  to  pay  their  for- 
eign debt  or  to  generate  scarce  foreign  exchange.  There  is  poverty 
and  disenfranchisement  that  we  see  on  a  massive  scale,  and  cor- 
rupt or  incompetent  governments  that  have  no  tradition  of  democ- 
racy, which  are  desperately  trying  to  loosen  the  noose  of  statist 
policies  that  have  kept  their  economies  locked  in  the  1940's. 

The  basic  health  and  education  needs  of  countries  dwarf  any- 
thing that  we  are  familiar  with  in  our  own  American  experience. 

The  time  is  long  past  when  the  World  Bank  and  the  regional 
banks  can  define  their  mission  in  terms  of  the  narrow  green  eye 
shade  focus  of  the  economist.  If  the  MDB's  are  going  to  deal  effec- 
tively with  the  real  problems  these  countries  face,  I  think  they 
have  to  reorient  their  focus.  This  has  to  start  with  the  World  Bank, 
the  primary  lender  for  development  today. 

There  are  several  issues  that  I  would  like  to  note  which  are  of 
particular  concern  to  me. 

First  is  the  IDA-10  replenishment.  The  International  Develop- 
ment Association,  [IDA],  is  the  sofl-loan  window  of  the  World 
Bank.  It  has  always  been  politicallv  popular.  It  is  seen  as  the  arm 
of  the  bank  which  most  directly  helps  the  poor.  The  Bush  adminis- 
tration participated  in  the  replenishment  negotiations  last  fall  and 
committed  to  an  increase  in  the  U.S.  share  of  $225  million  above 
the  previous  annual  level,  for  a  total  yearly  contribution  of  $1.25 
billion. 

To  my  surprise,  since  we  had  advised  your  predecessor  against 
agreeing  to  an  increase  in  the  U.S.  share,  especially  such  a  large 
increase,  the  Clinton  administration  accepted  the  commitment 
made  by  the  lameduck  Bush  administration. 

Aside  from  the  quite  serious  budgetary  problems  this  new  com- 
mitment represents,  the  report  by  Brad  Morse's  commission  on  the 
multibillion  dollar  Narmada  Dam  fiasco  in  India  and  the 
Wapenhans  report  on  the  shockingly  low  quality  of  the  bank's  loan 
portfolio  raise  some  very  serious  questions  about  the  World  Bank's 
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management.  Frankly,  I  have  to  wonder  whether  it  can  be  trusted 
to  use  the  public's  money  wisely  and  effectively. 

These  questions  need  answers  before  I  will  support  any  increase 
in  the  U.S.  share  of  IDA- 10. 

Year  after  year  this  subcommittee  has  pushed  the  World  Bank 
to  give  more  serious  attention  to  international  family  planning.  As 
I  alluded  to  earlier,  many  of  these  countries  have  populations  grow- 
ing two  and  three  times  faster  than  their  economies.  Yet,  despite 
some  laborious  progress  and  many  promises  by  the  leadership,  the 
bank  seems  unable  to  give  this  issue  the  high  priority  attention  it 
deserves. 

A  source  of  continuing  friction  between  the  Congress,  the  World 
Bank,  and  the  NGO's  has  been  the  bank's  strict  information  disclo- 
sure policy.  Basically,  the  bank's  attitude  has  been  that  it  is  none 
of  your  business,  that  no  one,  not  even  contributing  governments, 
have  a  right  to  have  information  about  its  operations  and  activities. 
Send  us  the  money.  Don't  ask  us  what  we're  doing.  This  is  not  an 
attitude  that  goes  over  very  big  in  my  State. 

Now,  under  pressure,  the  bank  is  drafting  a  new  policy.  I  would 
like  to  think  the  Treasury  Department  could  weigh  in  forcefully.  I 
do  not  think  it  has  yet.  I  hope  it  will. 

The  presumption  should  be  in  favor  of  public  disclosure  of  infor- 
mation about  bank  projects  from  their  inception,  unless  there  are 
legitimate  grounds  for  confidentiality.  If  borrowing  countries  refuse 
to  comply,  then  say  fine,  you  don't  have  to  comply,  but  you  don't 
have  to  get  the  loan.  And  you  are  not  going  to  get  it  unless  you 
do.  It  is,  after  all,  the  public's  money.  And  the  local  people,  who  are 
most  affected  by  bank  projects,  are  entitled  to  the  information. 

Finally,  before  we  get  on  to  other  areas,  I  would  like  to  just  men- 
tion last  week's  alarming  press  reports  about  the  lavish  waste  of 
money  at  the  European  Development  Bank. 

At  a  time  when  unemployment  is  soaring  in  Eastern  Europe,  Mr. 
Attali  has  thrown  away  $80  million  to  redecorate  the  EBRD  build- 
ing with  Carrara  marble,  works  of  art,  plush  carpeting,  and  all  the 
luxuries  for  which  the  banks  are  notorious.  We  don't  have  loans  to 
create  jobs,  but  we  have  $80  million  to  build  a  Taj  Mahal-type 
building  for  the  EBRD.  He  spent  more  on  overhead,  private  jets, 
Christmas  parties,  lavish  staff  restaurants,  and  huge  staff  salaries 
than  on  loans  to  the  countries  the  bank  are  supposed  to  help.  It 
is  almost  like  this  money  has  gone  in  there  as  a  slush  fund  for  per- 
sonal use  and  everybody  has  ignored  what  it  was  intended  for  in 
the  first  place. 

I  would  like  to  know,  really,  why  we  should  entrust  another  dime 
of  the  public's  money  to  Mr.  Attali.  Frankly — and  I  want  to  make 
this  clear  to  everybody  who  has  any  interest  in  this — I  will  not  vote 
for  one  cent  of  money  from  the  United  States  to  the  EBRD  unless 
I  see  a  very,  very  substantial  movement  toward  reform — not  prom- 
ises for  reform,  not  promises,  but  real  reform.  I  can  assure  every- 
body who  is  interested  that  there  will  not  be  1  cent  in  my  rec- 
ommendation as  chairman  for  the  EBRD  unless  I  see  that.  Frank- 
ly, I  do  not  think  I  am  going  to. 

Mr.  Secretary,  your  statement  speaks  to  the  Marshall  plan.  Gen- 
eral Marshall  never  would  have  condoned  this  kind  of  waste.  I 
know  you  do  not.  I  am  not  suggesting  that  you  do.  He  would  be 
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shocked  to  think  that  money  would  be  spent  like  this  at  the  time 
of  the  Marshall  plan. 

Insofar  as  the  amount  of  money  the  United  States  is  talking 
about  spending  in  Eastern  Europe  and  the  former  Soviet  Union,  it 
is,  at  best,  a  very  pale  shadow  of  the  Marshall  plan.  So  we  cannot 
see  any  of  this  money  being  wasted  in  this  way.  We  are  spending 
so  little  an5rway.  Let  us  at  least  make  sure  that  it  goes  where  it 
is  supposed  to. 

We  have  a  budget  stretched  to  the  limits.  MDB's  are  not  very 
popular,  whether  it  is  in  Peoria  or  Essex  Junction,  VT.  I  have  sup- 
ported the  MDB's.  I  do  believe  we  have  a  large  stake  in  the  institu- 
tions. But  it  is  not  going  to  be  easy  this  year. 

We  are  going  to  make  cuts  in  the  President's  foreign  aid  budget 
request,  and  I  think  the  American  people  have  to  understand  whv 
this  is  a  higher  priority  than  some  of  the  other  items  in  this  bill. 

With  that  good  news  from  me,  I  will  yield  to  Senator  McConnell. 

OPENING  STATEMENT  OF  SENATOR  MITCH  MC  CONNELL 

Senator  McConnell.  Thank  you,  Mr.  Chairman. 

Welcome  back  to  the  Senate,  Mr.  Secretary. 

Clearly,  the  international  financial  institutions  will  take  on  an 
increasingly  important  role  as  the  United  States  and  other  Western 
Nations  seek  to  promote  economic  growth  and  stability  in  the  post- 
cold  war  world. 

As  your  discussions  with  the  Group  of  Seven  [G— 7]  ministers 
demonstrated,  the  multilateral  banks  will  be  the  key  to  transition 
underway  in  Russia,  Ukraine,  and  the  other  republics. 

Traditional  bilateral  assistance  alone  simply  cannot  meet  emerg- 
ing globsd  needs  and  yield  meaningful  results.  The  benefits  of  mul- 
tilateral assistance  are  not  simply  a  one-way  street  to  the  bor- 
rower. I  think  there  are  two  clear  advantages  to  the  United  States. 
First,  the  link  between  lending  and  developing  yields  market  op- 

Eortunities  for  American  goods.  Second,  U.S.  companies  are  directly 
eneflting  from  bank  procurement  contracts.  In  fact,  I  understand 
that  we  are  doing  better  than  any  other  of  our  G— 7  partners  in  the 
procurement  area. 

In  sum,  I  would  say  the  banks  have  saved  the  international  de- 
velopment agenda  as  well  as  serving  the  U.S.  commercial  and  eco- 
nomic interests. 

As  well  as  we  are  doing,  I  think  the  chairman  and  I  would  agree 
on  one  important  point:  public  support  for  these  multilateral  insti- 
tutions is  directly  linked  to  your  assurances  and  our  understanding 
that  they  are  effective,  well  managed,  and  continue  to  serve  our  na- 
tional interests. 

For  this  reason,  I  feel  compelled  to  let  you  know  now  that,  short 
of  serious,  immediate  changes  in  the  policies  and  practices  of  the 
European  Bank  for  Reconstruction  and  Development,  I,  like  I  gath- 
er the  chairman,  cannot  support  the  administration's  1994  request 
for  $70  million.  This  comes  from  someone  who  is  an  outspoken  ad- 
vocate of  both  the  bilateral  and  multilateral  aid  to  Eastern  Europe 
and  the  former  Soviet  Union,  and  I  was  supportive  of  the  goals 
enunciated  by  the  EBRD. 

At  this  point,  I  cannot  decide  whether  I  am  more  troubled  by  the 
bank's  inexcusable  and  excessive  spending  on  parties  and  perks  or 
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its  failure  to  do  its  lending  and  investing  job.  It  is  an  important 
job  to  be  done  in  Europe,  and  EBRD  is  not  doing  it,  at  least  not 
yet. 

On  the  broader  question  of  assistance  to  the  former  Soviet  Union, 
I  would  like  to  go  on  record  urging  you  to  dedicate  more  of  the 
Intemationed  Development  Association's  resources  to  the  new  na- 
tions in  Central  Asia.  I  understand  both  the  U.S.  and  IDA's  com- 
mitment to  sub-Saharan  Africa,  but  I  think  we  need  carefully  to  re- 
evaluate the  effectiveness  and  relevance  of  IDA's  efforts  to  date,  be- 
fore we  agree  to  expand  our  financial  obligation. 

We  are  happy  to  have  you  here.  Welcome  back  and  I  look  for- 
ward to  hearing  what  you  have  to  say. 

Secretary  Bentsen.  Thank  you. 

Senator  McConnell.  Thank  you,  Mr.  Chairman. 

Senator  Leahy.  Thank  you. 

Arlen,  did  you  want  to  say  anything  before  we  start? 

Senator  Specter.  Thank  you  very  much,  Mr.  Chairman. 

I  will  just  say  welcome  back,  Secretary  Bentsen.  We  miss  you.  It 
is  nice  to  have  you  here. 

I  will  have  a  few  questions  when  my  turn  comes. 

Secretary  Bentsen.  Thank  you. 

Senator  Leahy.  Thank  vou  very  much. 

Senator  Mack,  did  you  nave  an  opening  comment? 

Senator  Mack.  No,  thank  you. 

Senator  Leahy.  Mr.  Secretary,  I  think  you  know  the  friendship 
that  vou  have  up  here.  We  may  not  agree  with  all  the  things  you 
may  be  proposing,  but  as  you  have  told  witnesses  in  the  past,  don't 
take  it  personally. 

Go  ahead,  sir. 

SUMMARY  STATEMENT  OF  HON.  LLOYD  BENTSEN 

Secretary  Bentsen.  Thank  you  very  much,  Mr.  Chairman.  I  am 
delighted  to  have  an  opportunity  to  appear  before  this  distin- 
guished committee  and  this  chairman,  who  has  long  evidenced  his 
interest  in  these  particular  subjects,  as  have  Senator  McConnell, 
Senator  Specter,  and  Senator  Mack. 

I  understand  the  concerns  you  have  expressed,  and  I  sure  share 
them.  I  am  new  to  this  job,  but  it  is  one  of  those  things  that  I  will 
be  delving  into  in  some  depth. 

I  am  appreciative  of  the  chance  to  appear  before  you  and  talk 
about  the  appropriations  for  1994  for  the  multilateral  development 
banks.  I  would  like,  Mr.  Chairman,  if  I  might,  to  expand  and  am- 
plify in  much  more  detail  my  remarks  by  a  written  statement  that 
I  will  submit  for  the  record. 

Senator  Leahy.  Without  objection. 

Secretary  Bentsen.  What  we  are  seeking  is  $1.95  billion  for  U.S. 
subscriptions  to  the  ordinary  capital  and  concessional  lending  pro- 
grams of  the  banks,  and  $78  million  for  debt  restructuring  and  re- 
lief in  sub-Saharan  Africa,  Latin  America,  and  the  Caribbean. 

The  funds  will  be  used  for  12  programs,  outlined  in  a  table  at- 
tached to  my  statement. 

Mr.  Chairman,  as  I  have  prepared  for  todaVs  session,  I  could  not 
help  but  remember  coming  to  Congress  following  World  War  II. 
The  World  Bank  had  just  been  established.  The  Marshall  plan  had 
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just  been  enacted.  The  country  was  still  in  debt  from  the  war,  but 
Congress  was  bold,  and  they  cast  the  tough  votes  to  rebuild  the 
world. 

Here  we  are,  ^Vi  decades  later.  We  helped  rebuild  Europe.  We 
helped  rebuild  Japan.  We  fought  a  cold  war  with  the  former  Soviet 
Union  and  now  we  are  helping  rebuild  Russia. 

Think  of  all  the  good  that  has  come  from  American  contributions 
to  the  banks.  Think  of  the  millions  that  we  have  helped  in  develop- 
ing countries  around  the  world. 

But  times  are  different.  As  we  deal  with  cost  cutting,  as  we  make 
cuts  in  the  domestic  programs,  as  we  ask  our  taxpayers  to  take  on 
additional  burdens,  we  just  have  to  ask  the  tough  questions  about 
our  international  contributions. 

These  are  questions  like:  are  the  contributions  to  the  banks 
worth  the  money?  Are  the  banks  helping  us  meet  our  economic  and 
national  security  and  foreign  policy  objectives?  Are  there  ways  we 
can  improve  them? 

Certainly  there  are,  and  that  is  what  we  are  seeking. 

So  the  answer  to  all  of  these  questions  is  yes.  Yes,  they  are  cost 
effective.  Yes,  they  are  helping  us  meet  our  objectives.  And  yes, 
they  sure  can  be  improved. 

The  example  that  you  were  citing  earlier  about  what  has  hap- 
pened with  the  European  Development  Bank  is  a  prime  example 
of  that. 

I  want  to  spend  some  time  today  talking  about  the  improve- 
ments, about  this  administration's  new  agenda  for  the  banks.  But 
first,  let's  tackle  the  dollars. 

Personally,  I  think  cost  effectiveness  is  a  major  reason  for  the 
United  States  to  participate.  We'll  get  more  bang  for  the  buck.  Be- 
cause the  banks  get  contributions  from  other  countries,  we  can 
achieve  our  goals  at  a  fraction  of  the  cost  of  going  it  alone,  and, 
frankly,  today  we  just  cannot  do  it  all  by  ourselves. 

This  year,  as  we  request  $1.95  billion,  other  countries  will  con- 
tribute $8.5  billion.  In  addition,  bank  borrowing  from  private  cap- 
ital markets  will  increase  even  further  the  amount  of  money  that 
we  pay  in  and  that  other  members  pay  in.  It  will  truly  leverage  it 
so  when  resources  we  are  seeking  today  are  ready  to  be  committed 
in  fiscal  year  1994,  the  banks  will  have  $45  billion. 
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One  U.S.  $  Has  Supported  $118 
in  World  Bank  Financing 


0^ 


United  States    Inter-American     Asian  Bank       African  Bank       Worid  Bank 
Bank 
Cumulative  Lending  /  U.S.  Paid-in  Capital 

Chart  1  supports  that  and  gives  you  some  idea;  $1  (U.S.)  has 
supported  $118  in  World  Bank  financing. 

If  you  look  at  the  Inter- American  Bank,  it  is  $40;  for  the  Asian 
Bank  it  is  $61;  for  the  African  Bank,  it  is  $83;  and  for  the  World 
Bank,  it  is  $118. 

Since  the  World  Bank  was  created  in  1946,  cumulative  paid-in 
capital  subscriptions  by  the  United  States  have  been  less  than  $2 
billion.  Over  that  same  period,  lending  by  the  World  Bank  has  ex- 
ceeded $220  billion,  with  a  dramatic  effect  in  many  areas  of  the 
world. 

So,  for  each  $1  paid  in  by  us,  the  World  Bank  has  been  able  to 
lend  $118.  The  other  bars  show  a  similar  success  for  the  other 
banks. 

Now  let  me  answer  the  question  of  how  the  banks  are  helping 
us  meet  economic,  security,  and  foreign  policy  goals.  We  are  inter- 
ested in  greater  economic  growth  in  developing  countries  because 
those  are  the  most  rapidly  growing  markets  for  U.S.  goods  today. 

Let  us  look  at  the  next  chart. 
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Developing  Countries  are  the  Fastest 
Growing  Market  for  U.S.  Exports 

(Percent  Change  1987  to  1992) 


Industrial  Countries 


Developing  Countries 


Real  Growth  In  U.S.  Exports 

In  the  last  5  years,  in  the  industrial  countries,  you  can  see  the 
growth  in  our  market:  31  percent  real  growth  in  U.S.  exports.  But 
if  you  look  over  at  the  developing  countries,  we  are  talking  about 
62  percent. 

By  the  way,  if  you  look  at  just  Latin  America  and  the  Caribbean, 
U.S.  exports  increased  from  $43  billion  in  1987  to  nearly  $75  billion 
in  1992.  This  means  more  U.S.  jobs. 

By  1992,  we  were  exporting  1.5  times  more  to  Latin  American 
than  to  Japan.  The  banks  played  a  cataljrtic  role  in  helping  us  ex- 
pand in  this  market.  Their  broad-based  policy  lending  supported 
economic  reform.  Their  lending  for  specific  projects  provided  phys- 
ical and  social  infrastructure,  and  their  relending  through  inter- 
mediate credit  institutions  benefited  the  private  sector. 

Mr.  Chairman,  when  I  sat  on  your  side  of  the  table,  I  watched 
foreign  countries  tie  aid  to  exports.  They  provided  loans.  If  the 
countries  they  helped  bought  their  products,  they  would  lend  them 
the  money. 

Over  and  over  I  would  ask  why  don't  we  do  more  of  that.  Well, 
we  didn't  do  badly. 

Take  a  look  at  this  chart. 
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American  Firms  Received  39  Percent  More  in  Pro- 
curement Last  Year  Than  the  U.S.  Contributed  to  all  the 
Develoment  Banks 

$2.2  billion 


$1.6  billion 


U.S.  Contributions 


U.S.  Firms' 
Procurement 


Last  year,  the  U.S.  contributed  $1.6  billion  to  the  banks.  They  in 
turn  awarded  U.S.  companies  $2.2  billion  in  procurement  contracts. 
The  difference  was  39  percent,  a  39-percent  bonus.  Dollar  for  dol- 
lar, that  is  better  than  tied  aid. 

Take  a  look  at  the  next  chart. 
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U.S.  Jobs  From  Development  Bank 

Financing 

42,000  U.S.  Jobs 


This  created  42,000  jobs  in  this  country,  and  that  does  not  talk 
about  the  spinoff,  the  layering  of  jobs  that  are  created  by  that. 
That  is  the  number  of  jobs  that  were  created  in  this  country. 

So  that  is  only  the  tip  of  the  iceberg. 

When  the  banks  transfer  foreign  exchange  to  their  borrowing 
countries,  there  is  an  expansion  in  the  capacity  of  consumers  in 
those  countries,  and  the  businesses  that  serve  them,  to  buy  foreign 
goods.  That  is  what  we  say  to  our  constituencies  back  home,  that 
you  are  really  getting  something  for  the  United  States,  apart  for 
what  you  are  doing  for  some  of  these  developing  countries  in  help- 
ing their  standard  of  living,  in  helping  to  alleviate  poverty.  We  are 
getting  jobs  in  this  country. 

More  than  the  direct  dollars  that  we  are  sending,  there  is  a  mul- 
tiplying effect. 

So  the  economic  and  financial  benefits  we  receive  from  the  banks 
have  been  much  greater  than  our  contributions  to  them.  That  is 
the  kind  of  deal  I  like  for  the  taxpayers  we  represent. 

I  believe  in  the  years  to  come  that  our  participation  in  the  banks 
also  will  continue  to  be  in  our  national  interest.  Right  now,  our 
country  has  a  critical  foreign  policy  and  national  security  stake  in 
Eastern  Europe  and  the  countries  of  the  former  Soviet  Union.  The 
banks  are  playing  a  leading  role  in  the  transformation  underway 
in  those  countries. 

As  you  know,  at  his  summit  meeting  with  President  Yeltsin, 
President  Clinton  announced  a  United  States  initiative  to  get  badly 
needed  financial  help  directly  into  the  hands  of  the  Russian  people. 
Two  weeks  later.  Secretary  Christopher  and  I  reached  an  agree- 
ment with  our  G-7  counterparts  on  a  multilateral  support  package 
totaling  $28.4  billion.  Much  of  that  will  be  provided  through  the 
World  Bank  and  the  European  Bank  for  Reconstruction  and  Devel- 
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opment.  Both  will  target  assistance  at  policy  reform  and  programs 
to  transform  key  sectors  of  the  economy. 

The  World  Bank  will  provide  up  to  $4  billion  in  new  commit- 
ments to  help  rebuild  energy  and  agriculture.  In  addition,  we  are 
asking  the  EBRD  to  give  greater  support  to  private  entrepreneurs 
in  Russia  by  establishing  a  $300  million  fund  to  help  finance  small- 
and  medium-sized  private  companies. 

One  of  the  interesting  things  that  President  Yeltsin  told  us  in 
the  meeting  in  Vancouver  is  that  between  60,000  and  100,000  of 
the  small  businesses  have  now  been  privatized — a  step  in  the  right 
direction.  Obviously,  there  are  more  problems  in  making  those  con- 
versions with  some  of  the  big  economic  sectors,  big  industries, 
those  that  have  been  in  heavy  industry  with  products  that  are  not 
wanted  in  the  world  market,  and  defense  industries.  In  some  of 
those  regions,  they  are  the  only  employer,  virtually. 

There  are  areas  over  there  where  the  defense  industry,  by  itself, 
will  hire  some  50,000  people.  So  they  have  a  tough  job  when  you 
talk  about  defense  conversion  and  doing  things  that  more  meet  the 
needs  of  the  Russian  economy. 

It  is  important  to  emphasize  that  funding  for  this  comes  from 
U.S.  capital  subscriptions  in  prior  years,  which  have  been  lever- 
aged by  contributions  from  other  countries  by  borrowings  in  the 
private  capital  markets.  It  is  also  worth  noting  that  the  new  lend- 
ing will  be  in  addition  to  the  substantial  loans  these  banks  have 
already  made  to  Russia. 

I  think  we  have  a  similar  story  for  Eastern  Europe.  For  the  past 
2  years.  World  Bank  assistance  there  totaled  more  than  $4.5  bil- 
lion, and  the  EBRD  has  committed  $1.5  billion. 

Our  concern  for  Russia  and  Eastern  Europe  should  not  eclipse 
another  priority — ^the  need  for  greater  economic  growth  and  devel- 
opment in  Asia,  Africa,  Latin  America,  and  the  Caribbean. 

Look  at  what  has  happened  in  the  last  few  years.  Latin  America 
no  longer  has  an  intense  struggle  with  debt  and  debt  service  to  the 
degree  it  did  before.  Now  private  capital  flows  in.  Look  at  what  is 
happening.  Look  at  the  privatization  that  is  taking  place,  the  low- 
ering of  tariffs.  Look  at  what  has  happened  in  Mexico.  Go  down  to 
Chile  and  talk  to  President  Aylwin,  or  to  Alejandro  Foxley,  a  bril- 
liant economist,  and  look  at  what  they  have  done  in  privatization 
and  the  lowering  of  tariffs. 

See  what  is  happening  in  Venezuela,  with  its  success  in  bringing 
in  capital  from  outside.  These  are  major  investments. 

Go  down  to  Argentina.  Talk  to  President  Menem.  Spend  an  after- 
noon with  him.  Here  is  a  man  who  came  in  as  a  Peronista  and 
brought  out  policies  you  never  would  expect  from  a  Peronista  inso- 
far as  really  slowing  inflation,  really  opening  up  those  markets, 
and  really  bringing  down  the  tariffs. 

There  is  amazing  economic  transformation  taking  place,  and 
these  multilateral  banks  have  played  a  major  role  in  trying  to  as- 
sist in  that. 

The  old  politics  of  State  control  is  being  thrown  overboard  in 
many  of  those  countries.  We  want  to  reinforce  that  kind  of  progress 
in  the  years  ahead.  We  also  want  to  promote  sustainable  develop- 
ment. 

All  has  not  gone  this  well  in  other  parts  of  the  world. 
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In  Africa,  the  problems  of  extreme  poverty  have  become  particu- 
larly severe.  All  you  have  to  do  is  look  at  the  TV  tonight  to  see 
what  has  happened  in  some  of  them. 

We  want  to  work  closely  with  the  World  Bank  as  it  begins  to  im- 
plement the  new  initiatives  to  try  to  deal  with  poverty. 

This  brings  me  to  the  third,  and  most  important,  question  I  want 
to  tackle  today.  That  is  the  one  that  you  were  stressing:  How  can 
we  improve  the  banks? 

It  is  easy  for  us  to  identify  areas  to  improve.  There  is  a  long  list 
I  will  outline  in  1  minute.  But  it  is  not  so  easy  to  implement  the 
improvements.  We  pay  a  price  for  the  cost-sharing  benefits  we  get 
from  the  banks.  We  have  to  share  that  influence. 

We  do  not  dominate  them.  We  cannot  dictate  to  them.  They  are 
multilateral,  and  there  are  other  countries  that  have  their  views 
that  are  part  of  this  process. 

We  hope  to  influence  them,  but  that  is  it. 

If  I  may  use  this  analogy,  Mr.  Chairman,  it  is  a  little  like  being 
a  Member  of  the  Congress.  Everyone  has  great  ideas  on  how  to  im- 
prove our  country,  but  you  have  only  1  vote  out  of  535. 

At  the  banks,  we  are  only  one  voice.  We  do  not  always  get  our 
way  or  get  our  way  as  quickly  as  we  would  like.  By  and  large,  ours 
is  the  dominant  voice,  and  other  members  often  accept  our  views. 
But,  like  the  Congress,  sometimes  there  is  gridlock.  Members  of 
this  committee  know  what  I  mean.  Your  hard  work  on  the  multilat- 
eral development  banks  has  not  always  resulted  in  the  concrete  re- 
sults that  you  wanted. 

We  need  your  help.  But  I  hope  you  won't  tie  my  hands  too  tightly 
on  this  issue.  I  am  determined  to  make  real  progress,  but  I  still 
think  we  need  some  flexibility. 

The  problem  is,  if  you  do  not  provide  flexibility,  then  every  other 
government  that  is  contributing  a  part  wants  its  set  of  conditions 
met  in  that  bank.  And,  finally,  you  don't  get  anything  done. 

Now  we  see  five  areas  for  improvement. 

First  is  more  effective  implementation.  The  banks  do  a  lot  of 
good  work,  but  it  is  not  the  good  work  that  makes  the  headlines. 
If  the  airplane  does  not  crash,  it  does  not  make  news. 

We  have  been  deeply  distressed  by  press  reports  of  excessive  ex- 
penditures in  one  of  the  multilateral  development  banks,  the  Euro- 
pean Bank  for  Reconstruction  and  Development.  This  is  absolutely 
unacceptable,  and  we  are  taking  action  to  ensure  that  the  board  of 
that  bank  exercises  tighter  controls  in  the  future.  In  fact,  we  want 
all  of  the  banks  to  take  additional  steps  to  reduce  their  expenses 
and  overhead. 

Our  policy  must  be  to  emphasize  these  banks  are  development 
institutions.  They  are  not  merely  mechanisms  for  handouts.  Great- 
er attention  is  needed  in  applying  lending  strategies  and  programs 
for  borrowing  countries,  and  in  implementation  and  evaluation  of 
loans  that  have  already  been  approved,  as  opposed  to  increasing 
the  number  of  new  loans. 

The  Wapenhans  Report  of  the  World  Bank  is  a  remarkably 
frank,  inside  assessment  of  the  appropriateness  of  the  Bank's  loan 
portfolio.  It  emphasizes  that  the  right  measure  of  performance  is 
the  developmental  impact  of  the  Bank's  operations,  not  simply  the 
level  of  new  spending  approved  in  any  given  year. 
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This  administration  will  push  for  prompt  implementation  of  the 
report.  We  are  still  studying  management's  response,  but  we  are 
resolved  to  get  the  Bank  on  the  right  track.  Those  reforms  are  long 
overdue,  and  we  want  to  see  them  enacted  as  quickly  as  possible. 

Second,  we  talked  about  the  lack  of  transparency,  the  lack  of 
openness.  Many  of  the  environmental  groups  tell  us  they  can't  get 
information  out  of  the  banks.  It  should  not  be  that  way.  As  you 
stated,  the  banks  survive  on  taxpayer  dollars.  They  ought  to  be  ac- 
countable to  the  taxpayers.  They  need  to  take  the  lead  in  providing 
prompt,  public  access  to  project  information  in  both  donor  and  bor- 
rower countries. 

The  banks  should  also  seek  out  opportunities  for  public  participa- 
tion in  all  aspects  of  their  lending  activities  and  decisions,  particu- 
larly among  people  who  will  be  affected  by  the  projects.  That  is  just 
good  development  policy. 

Third  is  sustainable  development.  We  want  to  see  the  banks 
refocus  their  activities  in  areas  that  have  been  neglected  in  the 
past,  especially  when  we  are  talking  about  poverty  and  the  envi- 
ronment. 

Let  me  talk  a  minute  about  poverty  because  that  is  a  tough  one. 
In  spite  of  all  of  our  efforts,  poverty  has  increased  over  the  past 
decade,  and  that  is  especially  true  in  Africa.  Asia  still  has  a  large 
concentration  of  poor  people. 

We  have  to  do  more  in  this  area  and  do  it  more  effectively.  Im- 
provements are  needed  in  project  design  and  implementation.  We 
want  to  see  substantial  changes  begin  to  take  place  over  the  next 
3  years. 

Our  largest  single  funding  request  is  to  replenish  the  Inter- 
national Development  Association  whose  lending  is  aimed  at  reduc- 
ing poverty  in  sub-Saharan  Africa,  Asia,  and  in  poorer  countries  in 
Latin  America.  Let  me  make  this  point.  In  real  dollar  terms,  this 
is  approximately  the  same  level  that  was  negotiated  by  President 
Reagan  in  1986.  It  represents  less  than  the  cost  of  one  movie  ad- 
mission for  each  American. 

We  want  to  see  more  effective  lending  that  will  help  poor  coun- 
tries establish  sound  economic  policy  frameworks.  Such  frame- 
works are  important  for  stimulating  job  creation,  income  growth, 
and  making  funds  available  for  additional  investments  in  human 
capital. 

We  also  want  funding  that  will  create  social  and  economic  safety 
nets  for  poor  people  most  vulnerable  to  dislocations  brought  on  by 
external  shocks — in  years  of  war,  civil  strife,  or  economic  mis- 
management. We  will  look  for  specific  increases  in  shares  of  lend- 
ing going  for  those  purposes. 

Now  let  me  talk  about  the  environment. 

A  great  deal  of  criticism  has  been  leveled  at  the  banks  regarding 
their  record  in  environmental  protection.  I  think  much  of  that  criti- 
cism has  been  justified.  They  are  getting  better.  Legislative  man- 
dates have  required  us  to  press  the  banks  to  increase  their  atten- 
tion to  environmental  issues.  But  there  is  still  more  to  do. 

In  response  to  other  legislative  mandates,  the  U.S.  Grovemment 
has  sought  to  make  environmental  protection  an  integral  part  of 
lending  activities.  This  includes  protection  for  tropical  forests,  es- 
tablishing  firm   requirements   for   environmental   impact   assess- 
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ments,  placing  greater  emphasis  on  energy  efficiency  and  conserva- 
tion on  the  demand  side.  In  the  World  Bank,  new  policies  are  now 
in  place  in  those  areas,  and  operational  directives  have  been  adopt- 
ed to  incorporate  them  into  lending  activity. 

We  will  work  to  put  them  into  practice  in  regional  development 
banks  as  well. 

As  I  said,  access  to  information  is  a  big  issue.  Nongovernmental 
organizations  and  members  of  the  public  must  have  prompt  and 
reasonable  access  to  loan  documentation  and  environmental  impact 
assessments. 

We  also  want  the  banks  to  become  more  active  partners  in  devel- 
oping solutions  to  global  environmental  problems — problems  like 
ozone  depletion,  climate  change,  destruction  of  tropical  forests,  and 
pollution  of  international  waterways.  That  is  why  we  have  included 
$30.8  million  for  the  core  fund  of  the  global  environment  facility. 
Some  of  the  administrative  issues  are  still  outstanding,  and  I  hope 
we  can  be  flexible  in  this  area. 

The  fourth  major  area  where  the  banks  need  to  improve  is  in  ad- 
dressing strategic  global  interests.  We  want  to  see  them  do  more 
lending  to  Russia  as  they  make  this  transformation  to  democratiza- 
tion and  a  market  economy,  and  to  the  Eastern  European  coun- 
tries. There  seems  to  be  general  agreement  on  that,  but  member 
countries  do  not  always  agree  on  the  priorities,  and  that  is  where 
the  gridlock  comes  in. 

If  we  had  all  the  votes  at  the  board  meetings  of  the  banks,  we 
could  ensure  this  does  not  happen.  We  do  not  have  them  all,  but 
you  can  be  assured  the  banks  will  still  know  where  we  stand,  nev- 
ertheless. 

The  fifth,  and  final,  area  for  improvement  is  in  expanding  oppor- 
tunities for  American  businesses.  Well,  we  are  doing  well,  but  we 
want  to  do  better.  Remember  that  chart  about  42,000  jobs  created 
in  this  country. 

U.S.  Firms  Outscore  Those  of  G-7  Countries  In 
Share  of  Development  Bank  Procurement 

(1992) 
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That  is  just  the  tip  of  the  iceberg  because  that  layers  over  and 
you  have  additional  jobs  created  from  them. 

This  is  the  chart  on  Gr-7  procurement.  This  shows  how  U.S.  firms 
outscore  firms  of  other  G~7  countries  in  share  of  procurement  con- 
tracts. We  want  to  keep  that  one  up. 

President  Clinton  will  appoint  new  executive  directors  in  each  of 
the  banks,  and  they  will  work  hard  to  increase  even  further  the 
number  of  contracts  that  are  awarded  to  U.S.  firms. 

So  the  banks  are  cost  effective  for  us.  The  banks  are  helping  us 
meet  our  economic  and  other  objectives.  And  the  banks  still  need 
to  improve. 

Before  I  conclude,  let  me  touch  on  two  subjects.  First  is  our  ar- 
rears. 

This  means  we  are  not  keeping  up. 

Let  me  make  a  point  to  you  that  I  found  out  about  our  arrears. 

We  are  the  only  major  industrial  country  in  arrears.  How  do  you 
like  that  one? 

I  was  at  the  Bilderburg  meeting.  Leaders  from  around  the  world 
attended  and  heard  us  castigated  for  not  carrying  our  share.  We 
are  falling  behind  in  our  payments  when  all  the  other  nations, 
major  nations  are  keeping  up  on  their  payments.  They  say,  "and 
yet  you  come  up  and  demand  of  the  rest  of  us  that  we  follow  your 
lead  in  the  banks." 

They  have  a  point.  We  ought  to  measure  up  to  it. 

Senator  Leahy.  There  is  also  a  chicken  and  egg  aspect  in  that, 
too,  which  we  will  get  into  in  the  questions. 

Secretary  BE^^^SEN.  All  right. 

Unfortunately,  despite  a  relative  decline  in  the  U.S.  share  of  con- 
tributions to  these  institutions,  we  are  the  only  ones  in  arrears.  We 
are  now  behind  in  our  payments  by  $374  million,  almost  20  percent 
of  our  current  annual  commitment. 

Now  I  know  it  is  difficult  to  catch  up  in  a  period  of  austerity.  But 
these  arrears  damage  the  standing  of  the  United  States  in  the 
international  community.  I  think  our  leverage  and  our  leadership 
is  being  reduced. 

It  could  become  more  difficult  to  push  forward  our  policy  agenda. 
I  ask  that  we  work  together  to  develop  a  plan  to  make  up  the  U.S. 
arrears. 

Second  is  debt  reduction.  The  lion's  share  of  Treasury's  lending 
request  is  for  the  banks.  But  there  are  regional  efforts  for  which 
we  seek  your  support. 

We  want  to  join  the  rest  of  the  international  community  in  as- 
sisting the  poorest,  most  needy  countries,  particularly  those  in  sub- 
Saharan  Africa. 

The  Paris  Club  has  been  writing  off  half  of  these  countries'  pay- 
ments on  nonconcessional  debt  since  the  end  of  1991.  We  are  the 
only  major  country  that  has  not. 

I  propose  that  we  do.  The  cost  is  minimal — $7  million  annually 
for  3  years. 
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Debt  Reduction  for  the  Poorest  Countries 

Encourages:  Economic  reform;  growth;  and  poverty  alleviation. 

Multilateral  effort  to  reduce  pajrments  bv  50  percent. 

Each  $1  of  budget  authority  generates  $17  in  United  States  debt  reduction. 


DEBT  REDUCTION 

Next  is  debt  reduction  for  the  poorest  countries.  As  you  can  see 
by  the  next  chart,  each  dollar  of  budget  authority  generates  $17  in 
U.S.  debt  reduction.  That  is  effective  leverage. 

I  also  hope  you  will  support  our  request  for  debt  reduction  in 
Latin  America  and  the  Caribbean,  The  prospect  of  debt  reduction 
provides  a  strong  incentive  for  economic  reform,  particularly  if  we 
target  it  at  the  lower  income  economies,  which  owe  substantial 
debt  to  the  U.S.  Cxovemment. 

It  also  provides  an  excellent  vehicle  for  mobilizing  local  currency 
resources  to  support  grass-roots  environmental  and  child  survival 
and  development  projects. 


Debt  Reduction  for  Low-Income  Countries  in  Latin  America  and  the 

Caribbean 

Encourages  economic  and  investment  reforms  which  increase:  U.S.  exports; 
U.S.  foreign  investment;  and  U.S.  Export-related  jobs. 

Each  $1  of  budget  authority  yields:  $4  of  debt  reduction;  and  $1  for  local  en- 
vironment and  child  survival. 


LATIN  AMERICA 

Next  is  debt  reduction  in  Latin  America.  As  you  can  see  by  the 
last  chart,  in  Latin  America  every  dollar  in  budget  costs  produces 
almost  $4  in  debt  reduction  and  $1  in  local  funds  for  the  environ- 
ment and  child  survival  and  development. 

In  conclusion,  Mr.  Chairman,  let  me  say  this.  The  first  priority 
for  this  administration  is  to  get  our  own  country  back  on  the  path 
to  long-term  and  sustainable  economic  growth.  We  all  share  that 
objective. 

At  the  same  time,  we  know  that  we  cannot  separate  our  own  eco- 
nomic hopes  and  aspirations  from  those  of  the  people  in  other  coun- 
tries. For  our  own  good,  we  must  make  an  investment  in  increasing 
economic  growth  in  other  countries  and  in  maintaining  the  health 
and  the  well-being  of  the  international  economic  system.  The  in- 
vestment program  that  I  have  presented  is  cost  effective.  It  fits 
within  a  framework  of  international  cooperation  and  it  reflects  the 
need  to  restrain  expenditures  in  dealing  with  our  budget  deficit 
problem. 

I  look  forward  to  working  with  you  in  passing  such  a  funding  re- 
quest. There  are  other  officials  who  will  also  be  testifying  as  we 
flesh  out  our  program.  I  thank  you  and  I  will  be  glad  to  answer 
any  questions. 

I  want  to  introduce  my  deputy,  Brian  Crowe,  who  is  seated  here 
with  me. 

[The  statement  follows:] 
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Statement  of  Secretary  Bentsen 

Mr.  Chairman,  I  am  pleased  to  present  the  Administration's  fisc£d  year  1994  ap- 
propriations request  for  the  multilateral  development  banks. 

We're  seeking  $1.95  billion  for  U.S.  subscriptions  to  the  ordinary  capital  and 
concessional  lending  programs  of  the  banks  and  $78  million  for  debt  restructviring 
and  relief  in  sub-Saharan  Afiica,  Latin  America,  and  the  Caribbean. 

All  of  these  requests  reflect  internationally  agreed  payments  schedules.  The  funds 
will  be  used  for  12  programs,  each  outlined  in  some  detail  in  a  separate  table  that 
is  attached  to  my  written  statement. 

Mr.  Chairman,  as  I  prepared  for  today's  session,  I  couldn't  help  but  remember 
coming  to  Congress  following  World  War  II.  The  World  Bank  had  just  been  estab- 
lished, and  the  Marshall  plan  had  iust  been  enacted.  The  country  was  still  in  debt 
from  the  war,  but  Congress  was  bold  and  cast  the  tough  votes  to  support  programs 
to  rebuild  the  world. 

Here  we  are  fovu"-and-a-half  decades  later.  We  helped  rebuild  Europe.  We  helped 
rebuild  Japan.  We  fought  a  cold  war  with  the  former  Soviet  Union  and  now  are 
helping  rebuild  Russia. 

And  think  of  all  the  good  that  has  come  from  American  contributions  to  the  multi- 
lateral development  banks.  Think  of  the  millions  of  people  we've  helped  in  the  devel- 
oping countries  of  the  world. 

But  times  are  very  different.  As  we  deal  with  cost  cutting  in  this  session,  as  we 
make  cuts  in  domestic  programs,  as  we  ask  taxpayers  to  take  on  additional  burdens, 
we  must  ask  the  tough  questions  about  our  international  contributions. 

Questions  like:  "/^e  contributions  to  these  banks  worth  the  money?"  "Are  the 
banks  helping  us  meet  our  economic  and  national  security  and  foreign  policy  objec- 
tives?" And  "Are  there  ways  we  can  improve  them?" 

The  answer  to  all  these  questions  is  yes.  Yes  they  are  cost  effective.  Yes  they  are 
helping  us  meet  our  objectives.  And  yes  they  can  be  improved. 

I  want  to  spend  a  lot  of  time  today  talking  about  the  improvements — about  this 
Administration's  new  agenda  for  the  banks.  But  first,  let's  tackle  dollars. 

Question.  "Are  these  banks  worth  the  money?" 

Personally,  I  think  cost  effectiveness  is  a  major  reason  for  the  U.S.  to  participate 
in  the  multilateral  development  banks.  Because  the  banks  get  contributions  nx)m 
other  countries,  we  can  achieve  our  goals  at  a  fi-action  of  the  cost  of  going  alone. 

This  year,  as  we  request  $1.95  billion  for  our  contributions,  contributions  fi-om 
other  member  countries  will  amount  to  $8.5  billion,  leveraging  our  contribution  by 
a  factor  of  4.3. 

In  addition,  multilateral  development  bank  borrowings  from  private  capital  mar- 
kets will  increase  even  further  the  resources  that  have  been  paid  in  by  ourselves 
and  the  other  member  countries.  So  when  resources  we  are  seeking  today  are  ready 
to  be  committed  in  fiscal  year  1994,  the  banks  will  have  been  able  to  mobilize  a  total 
of  $45  billion  for  their  lending  activities. 

Since  the  World  Bank  was  created  in  1946,  cumulative  paid-in  capital  subscrip- 
tions by  the  U.S.  have  been  less  than  $2  billion.  Over  that  same  period,  lending  by 
the  World  Bank  has  exceeded  $220  billion.  So  for  each  dollar  paid-in  by  the  United 
States,  the  World  Bank  has  been  able  to  lend  $118.  There  are  similar  success  stories 
for  Afiiica  and  Asia. 

Question.  "Are  these  banks  helping  us  meet  c?ur  goals?" 

Let  me  answer  the  question  of  how  the  banks  are  helping  us  meet  our  economic, 
national  security,  and  foreign  policy  objectives. 

We  have  a  strong  interest  in  encouraging  greater  economic  growth  in  developing 
countries.  Developing  countries  as  a  whole  now  comprise  the  most  rapidly  growing 
market  for  a  broad  range  of  U.S.  goods  and  services. 

In  the  last  five  years,  U.S.  exports  to  industrialized  countries  rose  31  percent. 
That's  in  1992  dollars.  At  the  same  time,  exports  to  developing  countries  jumped 
nearly  62  percent. 

If  you  look  at  just  Latin  America  and  the  Caribbean,  U.S.  exports  increased  fi-om 
$43  billion  in  1987  to  nearly  $75  billion  in  1992.  By  1992,  we  were  exporting  one- 
and-a-half  times  more  to  Latin  America  than  to  Japan. 

The  banks  played  a  cataljrtic  role  in  helping  to  expand  this  market  for  U.S.  ex- 
ports. They  did  mis  through  broad-based  policy  lending  that  supported  economic  re- 
form, by  lending  for  specific  projects  that  provided  physical  and  social  infi-astruc- 
ture,  and  by  relending  through  intermediate  credit  institutions  that  benefited  the 
private  sector. 

Mr.  Chairman,  when  I  was  sitting  on  your  side  of  the  table,  I  watched  foreign 
countries  tie  their  aid  to  exports.  They  provided  loans,  if  the  countries  they  were 
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helping  bought  their  products.  And  over  and  over  I'd  ask:  Why  don't  we  do  more 
of  that? 

Last  year,  the  U.S.  contributed  $1.6  billion  to  the  multilateral  development  banks. 
The  banks,  in  turn,  awarded  U.S.  companies  procurement  contracts  amounting  to 
more  than  $2.2  billion.  The  difference  is  39  percent.  That's  a  39  percent  bonus.  Dol- 
lar-for-dollar,  that's  better  than  tied  aid. 

We  believe  those  disbursements  directly  created  42,000  U.S.  jobs.  (See  Chart.)  I 
must  stress,  too,  that  these  contracts  are  only  the  tip  of  the  iceberg.  When  the  banks 
transfer  foreign  exchange  to  their  borrowing  countries,  there  is  an  expansion  in  the 
capacity  of  consumers  in  those  countries,  and  the  businesses  that  serve  them,  to  buy 
foreign  goods. 

So  the  economic  and  financial  benefits  we  receive  from  the  banks  have  been  much 
greater  than  our  contributions  to  them. 

I  believe  in  the  years  to  come,  our  participation  in  the  banks  also  will  continue 
to  be  in  our  national  interest.  Right  now  our  country  has  a  critical  foreign  policy 
and  national  security  stake  in  Eastern  Europe  and  the  countries  of  the  former  So- 
viet Union.  The  multilateral  development  banks  are  plajdng  a  leading  role  in  the 
transformation  under  way  in  those  countries. 

As  you  know,  at  his  summit  meeting  with  President  Yeltsin  in  Vancouver,  Presi- 
dent Clinton  announced  a  new  U.S.  initiative  to  get  badly  needed  financial  help  di- 
rectly into  the  hands  of  the  Russian  people. 

Two  weeks  later.  Secretary  Christopher  and  I  met  with  our  G-7  counterparts  in 
Tokyo.  We  got  agreement  on  a  multilateral  support  package,  leveraging  our  own 
commitment  with  contributions  from  other  countries  and  reaching  a  total  of  $28.4 
billion — much  of  it  to  be  provided  through  the  World  Bank  and  the  European  Bank 
for  Reconstruction  and  Development  (EBRD).  Both  will  target  assistance  at  policy 
reform  and  programs  to  transform  key  sectors  of  the  economy. 

The  World  Bank  will  step  up  its  support  for  structural  reform,  providing  up  to 
$4  billion  in  new  commitments  to  help  rebuild  energy  and  agriculture.  In  addition, 
we  are  asking  the  EBRD  to  give  greater  support  to  private  entrepreneurs  in  Russia, 
by  establishing  a  $300  million  fund  to  help  finance  small-  and  medium-sized  private 
companies. 

It  is  important  to  emphasize  that  the  fiinding  for  these  new  lending  activities 
comes  from  U.S.  capital  subscriptions  voted  in  prior  years,  which  have  been  lever- 
aged by  contributions  from  other  countries  and  by  borrowings  in  private  capital 
markets. 

It  is  also  worth  noting  that  the  new  lending  activities  will  be  in  addition  to  the 
substantial  amounts  of  loans  these  two  banks  have  already  made  available  to  Rus- 
sia. 

A  similar  story  can  be  told  for  Eastern  Europe.  Over  the  past  two  years.  World 
Bank  assistance  there  has  totaled  more  than  $4.5  billion;  and  the  EBRD  has  com- 
mitted $1.5  billion. 

Our  concern  for  Russia  and  Eastern  Europe  should  not  eclipse  another  important 

Eriority — the  need  for  greater  economic  growth  and  development  in  Asia,  Africa, 
atin  America,  and  the  Caribbean. 

Look  at  what's  happened  in  just  the  past  few  years: 

Latin  America.  It  no  longer  struggles  with  debt  and  debt  service.  Private  capital 
now  flows  in. 

Or  Asia.  Even  with  millions  of  poor  people  who  need  our  support,  it  bustles  with 
entrepreneurs.  Old  policies  of  state  control  have  been  thrown  aside. 

We  want  to  reinforce  this  record  of  progress  in  the  years  ahead.  We  also  want 
to  promote  sustainable  development.  All  has  not  gone  well  in  other  areas,  however. 
In  some  countries,  economic  and  social  problems  have  gotten  worse  over  the  past 
decade.  In  Africa,  the  problems  of  extreme  poverty  have  Become  particularly  severe. 
We  want  to  work  closely  with  the  World  Bank  as  it  begins  to  implement  new  initia- 
tives to  deal  with  the  problems  of  poverty. 

Question.  "Are  there  ways  to  improve  the  banks?" 

That  brings  me  to  the  third  and  most  important  question  I  want  to  tackle  today. 
How  we  can  improve  the  banks? 

It  is  easy  for  us  to  identify  areas  to  improve.  We  have  a  long  list  that  I  will  out- 
line in  a  minute.  It  is  not  so  easy  to  implement  improvements. 

The  reason  is,  we  pay  a  price  for  the  cost-sharing  benefits  we  get  from  the  banks. 
The  price  is,  we  must  also  share  the  influence  that  we  exercise  over  bank  activities 
with  the  other  member  countries. 

If  I  may  use  this  analogy,  Mr.  Cheurman,  it's  a  little  like  being  a  member  of  Con- 
gress. Everyone  has  great  ideas  on  how  to  improve  our  country,  but  you  only  have 
one  vote  out  of  535. 
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At  the  banks,  we  are  only  one  voice.  We  do  not  always  get  our  way,  or  get  our 
way  as  quickly  as  we  would  like.  By  and  large  ours  is  the  predominsmt  voice  m  over- 
sidnt  of  the  banks  and  other  members  are  often  able  to  accept  our  views. 

But  like  Congress,  sometimes  there  is  gridlock. 

Members  of  this  committee  know  what  I  mean.  Your  hard  work  on  multilateral 
development  banks  has  not  always  resulted  in  the  concrete  improvements  you  want- 
ed. 

I  need  your  help,  but  I  hope  you  won't  tie  my  hands  too  tightly  on  this  issue.  I'm 
determined  to  make  real  progress,  but  I  think  we  still  need  to  be  flexible. 

We  see  five  areas  for  improvements. 

First,  more  effective  implementation.  The  banks  do  lots  of  good  work,  but  it's  not 
the  good  work  that  makes  the  headlines. 

\^  have  been  deeply  distressed  in  recent  days  by  press  reports  about  excessive 
expenditvires  in  one  of  the  multilateral  development  banks — the  European  Bank  for 
Reconstruction  and  Development.  It  is  unacceptable.  We  are  taking  action  to  ensure 
that  the  Board  of  that  Bank  exercises  tighter  control  over  such  expenditures  in  the 
future. 

In  fact,  we  want  all  of  the  banks  to  take  additional  steps  to  reduce  their  expenses 
and  overhead. 

Our  policy  must  be  to  emphasize  that  these  banks  are  development  institutions 
and  not  simply  mechanisms  tor  the  transfer  of  resources. 

Greater  attention  is  needed  in  applying  lending  strategies  in  programs  for  borrow- 
ing countries,  and  in  implementation  and  evaluation  of  loans  that  have  already  been 
approved,  as  opposed  to  increasing  the  number  of  new  loans. 

The  so-called  Wapenhans  report  of  the  World  Bank  is  a  remarkably  fi-ank  inside 
assessment  of  the  appropriateness  of  the  Bank's  loan  portfolio.  As  the  report  indi- 
cates, the  right  measure  of  performance  is  the  developmental  impact  of  the  Bank's 
operations  and  not  simply  the  level  of  new  lending  that  can  be  approved  in  any 
given  year. 

This  Administration  will  press  for  prompt  implementation  of  the  Wapenhans  re- 
port. We're  still  studying  the  management's  response,  but  we  are  resolved  to  get  the 
Dank  on  the  right  track.  These  reforms  are  long  overdue,  and  we  want  to  see  them 
enacted  as  quickly  as  possible. 

Second,  transparency  and  openness. 

Many  of  the  environmental  groups  tell  us:  "We  can't  get  information  out  of  the 
banks.  It  shouldn't  be  that  way.  "The  banks  survive  on  taxpayer  dollars.  We  want 
them  more  accoxintable  to  the  taxpayers.  They  should  take  the  lead  in  providing 
prompt  public  access  to  project  information  in  both  donor  and  borrower  countries. 

The  banks  should  also  seek  out  opportunities  for  public  participation  in  all  aspects 
of  their  lending  activities  and  decisions,  particularly  among  people  who  will  be  af- 
fected by  their  projects.  This  is  good  development  policy. 

Third,  sustainable  development.  By  this,  I  mean  that  we  want  to  see  the  banks 
refocus  their  activities  in  areas  that  have  been  neglected  in  the  past— especially  pov- 
erty and  the  environment. 

Let  me  talk  for  a  moment  about  poverty.  Poverty  is  a  tough  one.  In  spite  of  all 
our  efforts,  poverty  has  increased  over  the  past  decade — especially  in  Africa.  And 
Asia  still  has  the  largest  concentration  of  poor  people. 

We  will  not  be  able  to  eliminate  pover^  quickly.  But  we  can  and  must  do  more. 
And  do  it  more  effectively.  Improvements  are  needed  in  both  project  design  and 
project  implementation.  'Hiis  is  an  area  where  we  would  like  to  see  substantial 
changes  begin  to  take  place  over  the  next  three  years. 

Our  largest,  single  ninding  request  ($1.25  billion)  will  go  to  the  replenishment  of 
the  International  Development  Association,  whose  lending  is  aimed  at  reducing  pov- 
erty in  sub-Saharan  Africa,  Asia,  and  poorer  countries  in  Latin  America.  In  real  dol- 
lar terms,  this  is  approximately  the  same  level  negotiated  for  IDA  under  President 
Reagan  in  1986.  It  represents  less  than  the  cost  of  one  movie  admission  for  each 
American. 

We  want  to  see  more  effective  lending  that  will  help  poor  countries  establish 
sound  economic  policy  frameworks.  Such  frameworks  are  important  because  they 
stimulate  job  creation  and  income  growth  for  poor  people,  and  make  funds  available 
for  additional  investments  in  human  capital. 

We  also  want  to  see  funding  that  will  create  social  and  economic  safety  nets  for 
those  poor  people  who  have  been  most  vulnerable  to  dislocations  brought  about  bv 
external  shocks,  and  years  of  war,  civil  strife,  or  economic  mismanagement.  We  wiU 
look  for  specific  increases  in  shares  of  lending  going  for  these  purposes. 

Now,  let  me  talk  about  the  environment.  A  great  deal  of  criticism  has  been  leveled 
at  the  banks  regarding  their  record  on  environmental  protection.  Much  of  that  criti- 
cism has  been  justified  in  the  past. 
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They're  getting  better.  Wide-ranging  legislative  mandates,  some  of  them  written 
by  members  of  Congress,  have  been  enacted  requiring  us  to  press  the  banks  to  in- 
crease their  attention  to  environmental  issues. 

But  there  is  still  much  more  for  them  to  do.  In  response  to  other  legislative  man- 
dates, the  U.S.  Government  has  sought  to  make  environmental  protection  an  inte- 
gral part  of  lending  activities.  This  includes  increasing  protection  for  tropical  for- 
ests, establishing  f^m  requirements  for  environmental  impact  assessments,  placing 
greater  emphasis  on  energy  efGciency  and  conservation  on  the  demand  side,  and 
promoting  integrated  pest  management. 

In  the  World  Bank,  new  policies  are  now  in  place  in  all  of  these  areas  and  oper- 
ational directives  have  been  adopted  to  incorporate  them  into  lending  activity.  Well 
work  to  put  them  into  practice  in  the  regional  development  banks  as  well.  Access 
to  information  is  a  big  issue.  Non-governmental  organizations  and  members  of  the 
public  must  have  prompt  and  reasonable  access  to  loan  documentation  and  environ- 
mental impact  assessments. 

We  also  want  to  see  the  banks  become  more  active  partners  in  developing  solu- 
tions to  global  environmental  problems.  Problems  like  ozone  depletion,  climate 
change,  destruction  of  tropical  forests,  and  pollution  of  international  waterways. 
That  is  why  in  this  year's  request  we  have  included  $30.8  million  for  the  core  fund 
of  the  Global  Environment  Facility.  Some  issues,  including  transparency  and  pubUc 
participation,  are  still  outstanding,  but  I  believe  we  need  to  be  flexible  in  this  area. 

The  fourth  major  area  where  the  banks  need  to  improve  is  in  addressing  strategic 
global  interests.  We  want  to  see  them  do  more  lending  to  Russia  and  to  the  Eastern 
European  countries.  I  talked  about  this  already.  There  seems  to  be  general  agree- 
ment on  this.  But  member  countries  don't  always  agree  on  priorities.  That's  where 
gridlock  comes  in.  If  we  had  all  the  votes  at  the  Board  Meetings  of  the  banks,  we 
could  ensure  this  doesn't  happen.  We  don't  have  all  the  votes— iut  you  can  be  as- 
sured the  banks  will  know  where  we  stand. 

The  fifth  and  final  area  for  improvement  is  expanding  opportunities  for  American 
businesses.  We  are  already  doing  well — U.S.  firms  outscore  firms  of  our  G-7  part- 
ners in  share  of  procurement  contracts.  (See  Chart.) 

We  want  to  keep  this  up.  President  Clinton  will  appoint  new  Executive  Directors 
in  each  of  the  multilateral  development  banks.  And  they  will  work  hard  to  increase 
even  further  the  number  of  contracts  that  are  awarded  to  U.S.  firms. 

So  the  banks  are  cost  effective.  The  banks  are  helping  us  meet  our  economic  and 
other  objectives.  And  the  banks  need  to  improve. 

Now,  before  I  conclude,  let  me  touch  on  two  subjects.  First,  our  arrears. 

ARREARS 

Our  request  does  not  include  funds  for  a  problem  that  is  of  growing  concern  to 
me — arrearages  in  pa3Tnent8  of  our  subscriptions  to  the  banks.  Unfortunately,  de- 
spite a  relative  decline  in  U.S.  shares  of  contributions  to  these  institutions,  we  are 
the  only  major  donor  country  in  arrears  on  our  internationally  agreed  upon  financial 
commitments. 

Our  arrears  now  total  $374  million,  almost  20  percent  of  our  current  annual  com- 
mitment, making  it  difficult  to  catch  up  in  a  period  of  austerity.  But  these  arrears 
damage  the  standing;  of  the  United  States  in  the  international  community.  Our  le- 
verage and  leadership  is  being  reduced.  It  is  becoming  increasingly  difficult  to  push 
forward  our  policy  agenda. 

Our  fiscal  year  1994  request  includes  currently  scheduled  pajrments  to  the  banks. 
I  ask  that  we  work  together  to  develop  a  plan  to  make  up  U.S.  arrears. 

DEBT  RESTRUCTURING 

Second,  debt  restructuring. 

The  lion's  share  of  Treasury's  funding  request  is  for  the  banks.  But  there  are  re- 
gional efforts  for  which  we  seek  your  support. 

We  want  to  join  the  rest  of  the  international  community  in  assisting  the  poorest, 
most  needy  countries,  particularly  those  in  sub-Saharan  Afiiica.  The  Paris  Club  has 
been  writing  off  half  of  these  countries'  payments  on  non-concessional  debt  since  the 
end  of  1991.  We  are  the  only  major  country  that  hasn't.  I  propose  we  do.  The  cost 
is  minimal — $7  million  annually  for  three  years.  Each  $1  of  budget  authority  gen- 
erates $17  in  U.S.  debt  reduction.  That's  effective  leverage. 

Another  regional  effort  is  for  Latin  America  and  the  Caribbean.  We  have  seen 
dramatic  economic  progress  here.  The  Enterprise  for  the  Americas  Initiative  is  a  bi- 
partisan effort  that  focuses  on  trade,  investment,  debt,  and  the  environment.  We  in- 
tend to  continue  these  efforts. 
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A  key  priority  will  be  Congressional  ratification  of  the  North  American  Free  Trade 
Agreement.  The  United  States  is  actively  engaged  in  negotiating  supplemental 
agreements  on  labor,  the  environment,  and  import  surges  that  will  be  part  of  the 
J^VFTA  package  we  intend  to  implement  on  January  1. 

Investment  liberalization  and  debt  reduction  are  also  key  elements  of  our  biparti- 
san approach.  We  are  seeking  $100  million  to  support  tecnnical  assistance,  human 
capital  development;  and  small  business  development  in  the  region  through  the 
Multilateral  Investment  Fund  (MIF),  as  a  complement  to  the  IDB's  investment  sec- 
tor loan  program.  Investment  reform  is  already  providing  a  major  stimulus  to  pro- 
vide capital  for  the  region. 

I  hope  you  will  support  our  request  for  $71  million  for  debt  reduction  in  Latin 
America  and  the  Caribbean.  The  prospect  of  debt  reduction  provides  a  strong  incen- 
tive for  economic  reform,  particularly  if  we  target  it  for  lower  income  economies  in 
the  region,  which  owe  substantial  debt  to  the  iTS.  Government.  Debt  reduction  also 
provides  an  excellent  vehicle  for  mobilizing  local  airrency  resources  to  support 

trass-roots  environmental  and  child  survival  projects.  Every  $1  in  budget  cost  pro- 
uces  almost  $4  of  debt  reduction  and  $1  of  local  funds  for  the  environment  and 
child  survival. 

By  helping  Latin  America  and  the  Caribbean  build  healthier  economies,  we  in- 
crease the  potential  for  U.S.  exports  and  jobs.  In  promoting  the  environment  and 
child  survival,  we  also  provide  strong  support  for  democracy  and  the  reduction  of 
poverty  in  the  region. 

CONCLUSION 

In  conclusion,  Mr.  Chairman,  let  me  say  this.  The  first  priority  for  this  Adminis- 
tration is  to  get  our  own  covmtry  back  on  the  path  to  long-term  and  sustainable  eco- 
nomic growth.  At  the  same  time,  we  know  that  we  can  not  separate  our  own  eco- 
nomic Hopes  and  aspirations  from  those  of  people  in  other  countries.  For  our  own 
good,  we  must  make  an  investment  in  increasing  economic  growth  in  other  countries 
and  in  maintaining  the  health  and  well-being  of  the  international  economic  system. 

The  investment  program  I  have  presented  todav  is  cost-effective.  It  fits  within  a 
framework  of  international  cooperation.  And  it  reflects  the  need  to  restrain  expendi- 
tures in  dealing  wiUi  our  budget  deficit  problem. 

So,  I  look  forward  to  worfing  with  you  in  passing  our  funding  request.  Other 
Treasury  officials  (such  as  Larry  Summers)  will  also  be  testifying  as  we  flesh  out 
our  program  for  the  banks. 

Thank  you,  and  I'd  be  glad  to  answer  your  questions. 

TABLE  I:  THE  ELEMENTS  OF  THE  REQUEST 

The  Administration's  request  for  the  multilateral  development  banks  amounts  to 
$1,954  million  in  budget  authority.  The  elements  of  the  request,  all  of  which  reflect 
internationally  agreed  payments  schedules,  are  as  follows: 

—$70.1  million  for  paid-in  capital  to  the  World  Bank  (IBRD)  for  the  sixth  and 
final  installment  of  the  1988  General  Capital  Increase,  which  will  support  over 

J  17  billion  in  financing  to  over  55  countries. 
1,250  million  to  the  International  Development  Association  (IDA)  for  the  first 
installment  of  the  U.S.  contribution  to  the  tenth  replenishment,  which  will  sup- 
port approximately  $7  billion  in  commitments  to  the  world's  poorest  and  least 
credit  worthy  countries. 
— $50  million  to  the  International  Finance  Corporation  (IFC)  for  the  third  pay- 
ment on  the  U.S.  subscription  to  the  third  general  capital  increase,  which  will 
support  IFC's  projected  financing  of  $2  billion  for  loans  and  equity  investment 
in  private  sector  projects  which  could  total  more  than  $12  billion. 
—$30.8  million  to  the  Global  Environment  Facility  (GEF)  for  the  U.S.  contribu- 
tion to  the  restructured  facility  to  provide  financing  to  developing  countries  for 
J  rejects  which  will  benefit  the  global  environment. 
57.3  million  to  the  Inter-American  Development  Bank  (IDB)  for  the  fourth  and 
final  U.S.  pajmtient  to  the  seventh  general  capital  increase  (IDB-7)  to  support 
loans  projected  at  over  $6.5  billion  tor  the  promotion  of  investment,  trade  lioer- 
alization,  and  economic  growth  in  Latin  America  and  the  Caribbean. 
—$20.6  million  to  the  IDB^s  Fund  for  Special  Operations  (FSO)  for  the  fourth  and 
final  U.S.  contribution  for  the  replenishment  under  IDB-7,  which  will  provide 
assistance  of  more  than  $500  million  to  the  poorest  countries  in  the  region. 
— $100  million  to  the  Multilateral  Investment  Fund  (MIF)  for  the  second  install- 
ment of  the  $500  million  U.S.  contribution  which  will  assist  Latin  American  and 
Caribbean  countries  in  securing  necessary  investment  reforms  to  stimulate  both 
domestic  and  foreign  investment  in  the  region. 
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— $170  million  to  the  Asian  Development  Fund  (ADF)  for  the  second  U.S.  pay- 
ment to  the  fifth  replenishment;  the  Fund  will  provide  resources  next  year  of 
about  $1.5  billion  to  support  the  poorer  economies  in  the  region. 

— $135  million  to  the  African  Development  Fund  (AFDF)  for  the  final  payment 
on  the  sijrth  replenishment,  which  will  provide  concessional  financing  of  over 

J  1.1  billion  to  the  poorest  African  economies. 
70  million  to  the  European  Bank  for  Reconstruction  and  Development  (EBRD) 
for  tiie  fouriJi  payment  to  the  initial  capitalization  of  the  Bank  which  provides 
much  needed  support  for  public  and  private  sector  projects  and  seeks  to  encour- 
age democracy  and  free  markets  in  the  countries  of  Eastern  Europe  and  the 
former  Soviet  Union. 
In  addition,  the  Administration  is  requesting  support  for  debt  restructuring  and 
relief: 
— $71    million    to    encourage    Latin    American    and    Caribbean    countries    in 
rechanneling  resources  to  help  meet  crucial  environmental  and  basic  human 
needs. 
— $7  million  for  the  poorest  countries,  mainly  in  sub-Saharan  Africa,  under  En- 
hanced Toronto  Terms  in  conjunction  with  other  Paris  Club  creditors. 

U.S.  MDB  CONTRIBUTIONS 

Senator  Leahy.  Mr.  Crowe,  we  are  delighted  to  have  you  here, 
too. 

Mr.  Secretary,  I  am  one  of  the  Senators  who  supported  a  number 
of  the  efforts  of  past  administrations  to  get  funding  for  the  MDB's. 
So  I  do  not  need  to  hear  too  many  of  the  reasons  why  we  might 
do  that.  I  am,  however,  one  who  is  less  and  less  supportive  year 
after  year  because  of  some  of  the  things  that  have  happened. 

It  has  not  gone  without  notice  that  your  request  for  contributions 
to  the  banks  is  the  only  title  of  our  bill  to  actually  go  up.  It  is  near- 
ly $400  million  over  last  year's  appropriation. 

I  also  would  note  that  when  you  speak  of  the  arrears,  almost 
$150  million  of  the  $350  million  of  arrears  is  for  the  Asian  Develop- 
ment Bank,  and,  because  of  our  relationship  with  the  ADB,  the 
previous  administration  didn't  even  ask  for  U.S.  contributions  for 
a  number  of.  years.  In  fact,  last  year  they  didn't  even  seek  an  au- 
thorization for  participation. 

You  draw  the  corollary  between  a  Member  of  Congress  having  1 
vote  out  of  535  and  the  United  States  having  1  vote  out  of  what- 
ever number  of  donors  might  be  involved  in  the  Bank.  I  am  sure 
you  would  accept  the  fact  that  this  is  somewhat  of  an  apples  and 
oranges  kind  of  comparison.  Even  in  the  Congress,  while  we  each 
have  one  vote,  some  voices  are  louder  and  seem  to  be  heard  more 
than  others. 

Secretary  Bentsen.  Yes;  I  understand. 

Senator  Leahy.  But  the  fact  still  remains  that  the  American  tax- 
payers have  a  legitimate  question  in  asking,  notwithstanding  the 
value  to  us  of  economic  development  in  these  countries  and  wheth- 
er it  is  tied  aid  or  not,  whether  particular  policy  changes  are  car- 
ried out.  For  example,  the  World  Bank  recently  approved  two  large 
loans  to  Iran.  Iran  is  a  terrorist  nation. 

LOANS  to  IRAN 

Now  I  would  assume  that  it  is  still  U.S.  policy  to  oppose  any 
loans  to  Iran  under  any  circumstances. 

Senator  Bentsen.  Absolutely,  Mr.  Chairman.  We  strongly  op- 
posed the  loans  to  Iran. 

Senator  Leahy.  Did  we  complain  about  that  at  the  World  Bank? 
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Secretary  Bentsen.  Of  course  we  did.  We  did  everything  we 
could  in  opposition  to  it.  But  we  were  outvoted. 

Senator  Leahy.  Iran  seeks  these  kind  of  development  loans,  yet 
how  much  of  its  budget  goes  to  support  its  military  and  security 
forces?  I  mean,  they  are  a  country  that  could  have  taken  money  out 
of  those  expenditures.  But  yet,  we  feel  somewhat  isolated.  We  were 
the  only  no  vote.  All  of  our  good  friends  were  out  supporting  this 
terrorist  nation. 

Your  chart  shows  U.S.  firms  outscore  those  of  the  G-7  countries 
in  the  share  of  development  bank  procurement.  It  is  about  9  per- 
cent for  the  United  States  versus  a  little  under  2  percent  for  Can- 
ada. How  does  our  contribution  compare  with  that  of  Canada? 

Secretary  Bentsen.  I  do  not  have  that  number.  I  assume  ours 
is  obviously  larger. 

Senator  Leahy.  Yes;  I  suspect  that  it  may  also  reflect  our  share. 

exchange  rates 

Before  I  get  into  the  EBRD,  there  is  a  question  that  I  would  like 
to  ask  you.  There  has  been  some  confusion  about  U.S.  goals  in  the 
yen  exchange  market.  I  heard  something  about  that  today. 

Is  the  United  States  trying  to  drive  the  yen  up  in  order  to  reduce 
the  trade  deficit?  I  thought  you  might  like  to  address  yourself  to 
that  if  you  would  care  to. 

Secretary  Bentsen.  I  think  there  have  been  some  misperceptions 
about  U.S.  exchange  rate  policy.  I  want  to  underscore  the  adminis- 
tration's belief  that  exchange  rates  should  reflect  economic  fun- 
damentals, and  attempts  to  artificially  influence  or  manipulate  ex- 
change rates  are  inappropriate.  Excessive  volatility  is  counter- 
productive for  growth. 

We  are  monitoring  developments  closely  and  stand  ready  to  co- 
operate in  exchange  markets  with  our  G-7  partners  as  conditions 
warrant. 

Senator  Leahy.  I  suspect  because  of  the  sensitivity  of  the  issue 
and  the  fact  that,  following  your  answer,  I  see  half  the  press  run- 
ning out  of  the  room  to  telephones,  you  probably  do  not  want  to 
elaborate  on  that  answer.  Would  that  be  a  safe  bet,  Mr.  Secretary? 

Secretary  Bentsen.  You  have  my  statement.  [Laughter.] 

Senator  Leahy.  I  thought  I  might. 

EBRD  EXCESSES 

For  those  who  are  remaining,  we  go  back  to  the  question  of 
EBRD.  I  talked  a  little  bit  about  that  and  referred  to  the  press  ac- 
counts. This  is  something  I  cannot  even  believe.  I  have  watched 
some  of  the  scandals  of  the  savings  and  loans  and  some  of  the 
things  that  were  done  there.  Those  guys  are  almost  rank  amateurs 
in  comparison  with  what  has  happened  here. 

They  spent  twice  as  much  on  themselves  as  they  did  on  loans  to 
Eastern  Europe.  What  was  it,  $78,000  for  a  Christmas  party.  They 
had  Travertine  marble  in  their  lobby,  which  is  actually  kind  of 
pretty  marble.  It's  not  as  pretty  as  Vermont  marble,  but  it  is  pretty 
nonetheless.  Well,  they  tore  it  out  and  put  in  Carrara  marble  and 
spent  $1.1  million  on  their  lobby.  They  spent  $900,000  on  private 
planes  that  were  following  the  same  route  as  scheduled  flights. 
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It  is  awful. 

Now,  Mr.  Attali  says  some  mistakes  might  have  been  made.  I 
can  give  him  a  book  about  this  size  [indicating]  about  the  mistakes 
that  were  made.  He  and  his  staff  are  grossly  overpaid.  That  is  one 
big  mistake. 

Now  the  British,  the  Germans,  the  Australians,  and  the  Dutch 
have  all  protested  about  these  excesses.  They  still  go  on. 

Should  he  just  be  kicked  out  and  should  we  start  again? 

Secretary  Bentsen.  Let  me  tell  you  what  I  have  done,  Mr.  Chair- 
man. 

I  asked  the  Deputy  Secretary,  Roger  Altman,  to  immediately  go 
to  meet  with  Mr.  Attali  and  to  discuss  this  issue  over  the  past 
weekend  in  London. 

We  are  deeply  concerned  by  those  reports.  I  have  asked  our  rep- 
resentatives in  the  European  Bank  to  pursue  the  issue  of  account- 
ability forthwith  and  vigorously.  We  have  joined  in  calling  for  a  re- 
view of  expenditures,  including  the  use  of  outside  auditors,  much 
tighter  oversight  of  the  budget  process,  and  restructuring  of  the 
budget  functions  within  the  bank. 

We  will  demand  that  the  European  Bank  and  all  such  institu- 
tions spend  the  money  entrusted  to  them  wisely  and  not  waste- 
fully. 

Senator  Leahy.  Last  year  I  wanted  to  zero  them  out  when  I 
heard  of  some  of  these  scandals.  It  was  only  intense  lobbying  by 
the  previous  administration  that  convinced  me  to  allow  some 
money  in.  In  some  of  the  draft  work  I  have  been  doing  on  the  chair- 
man's mark  this  year  I  have  them  in  at  zero. 

I  want  to  be  very  honest  with  you,  Mr.  Secretary.  Frankly,  unless 
I  see  a  great  change  in  what  is  going  on,  they  will  remain  at  zero. 
Now,  obviously,  other  members  of  the  subcommittee  could  vote  to 

f)ut  the  money  back  in  for  whatever  reason.  There  may  be  other 
obbies  that  need  to  be  rebuilt.  But  I  would  strongly  urge  them  not 
to,  unless  we  are  seeing  some  real  changes. 

I  should  emphasize  that  this  is  probably  something  that  you 
have  inherited. 

Secretary  Bentsen.  And  we  have  reacted. 

Senator  Leahy.  But  for  whatever  it  might  be  worth,  I  think,  Mr. 
Secretary,  you  know  me  well  enough  to  know  that  I  do  not  make 
idle  threats.  I  have  usually  been  able  to  keep  money  out  of  a  bill 
if  I  had  said  I  would. 

The  goals  are  goals  I  laud.  The  processes  of  getting  there  are 
processes  that  neither  you  nor  I  nor  anybody  else  in  this  room 
could  possibly  support. 

LOANS  TO  RUSSIA 

Now  the  World  Bank  and  the  IMF  are  likely  to  carry  the  lion's 
share  on  how  to  restabilize  the  Russian  economy  during  the  transi- 
tion to  private  enterprise.  That  is  what  we  contemplated  last  year. 
But  most  of  the  $24  billion  last  year  was  never  delivered  because 
the  former  Soviet  republics  could  not  comply  with  the  terms  for 
those  loans. 

My  question  is,  what  portion  of  the  $28  billion  pledged  at  Tokyo 
is  to  come  from  the  World  Bank?  What  makes  you  think  the  Rus- 
sians will  actually  use  the  money  and  what  will  it  be  used  for? 
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Secretary  Bentsen.  Let  me  make  a  point  first,  Mr.  Chairman, 
before  I  answer  that  with  specificity. 

Let  me  say  that  the  primary  responsibility  is  with  the  Russians 
themselves  and  with  the  Russian  Grovemment. 

Senator  Leahy.  Yes. 

Secretary  Bentsen.  What  you  have  seen  in  that  country  is  an  ex- 
plosion of  credit  out  of  the  central  bank.  Up  until  about  May  of  last 
year,  they  were  going  along  rather  well  on  the  reforms,  and  then 
it  fell  apart.  You  saw  a  printing  of  the  ruble  and  an  expansion  of 
credit  that  had  the  inflation  rate  up  to  about  25  percent  a  month, 
bordering  on  hyperinflation. 

If  you  want  to  destroy  a  country,  you  destroy  its  currency.  If  you 
took  the  gross  domestic  production  of  all  of  Russia,  looked  at  it  in 
rubles  and  converted  it  to  dollars  at  the  current  exchange  rate,  you 
would  be  talking  about  an  economy  that  is  only  about  $75  billion, 
as  compared  to  our  $6  trillion.  That  shows  you  what  an  imperative 
it  is  that  they  get  control  of  the  central  bank. 

I  have  been  talking  to  Mr.  Fedorov,  talking  to  him  about  some 
of  the  things  that  could  be  done  in  that  regard  in  trying  to  see  that 
they  stabilize  the  economy,  and  the  commitment  of  President 
Yeltsin  to  try  to  get  that  done.  Hopefully,  this  vote  that  just  took 
place  with  such  strong  support  for  him  will  give  him  the  additional 
muscle  to  accomplish  it. 

Senator  Leahy.  It  certainly  is  going  to  make  some  things  easier 
for  this  committee,  let  me  tell  you  right  now. 

Secretary  Bentsen.  Sure. 

Senator  Leahy.  I'd  hate  to  think  of  what  it  would  be  like  to  even 
consider  this  whole  question  of  Russian  aid  if  their  vote  had  gone 
the  other  way. 

Secretary  Bentsen.  Of  that  $24  billion  last  year,  as  you  stated, 
more  than  one-half  of  that  was  expended,  and  then  stopped  be- 
cause they  were  not  living  up  to  the  reform.  Now  we  are  talking 
about  $28.4  billion  in  multilateral  assistance.  We're  talking  about 
$1.6  billion  in  U.S.  bilateral  assistance  that  the  administration 
committed  at  the  Vancouver  summit  and  an  additional  $1.8  billion 
that  it  wants  to  have  passed. 

Much  of  the  $24  billion  was  contingent  upon  the  IMF  reform  pro- 
gram. As  I  recall,  it  was  $13.8  billion  that  was  finally  eventually 
provided. 

But  at  the  Tokyo  Ministerial,  the  G-7  announced  a  $28.4  billion 
package  of  assistance.  That  would  be  divided  up  this  way:  for  ini- 
tial stabilization  support  $4.1  billion  would  be  provided;  support  for 
full  stabilization  would  be  $10.1  billion.  Once  again,  that  would 
only  be  funded  as  we  saw  these  reforms  beginning  to  take  place 
and  being  carried  out. 

Support  for  structural  reform  and  imports  is  $14.3  billion.  You 
have  a  $7  billion  overlap  between  the  $24  billion  promised  last  year 
and  the  $28.4  billion  announced  in  Tokyo:  the  $6  biUion  currency 
stabilization  fund  and  $1  billion  of  the  World  Bank  loans. 

The  United  States  will  also  provide  direct  assistance  to  Russia 
separate  from  and  in  addition  to  the  multilateral  packages  we  have 
discussed.  That  is  the  $1.6  billion  and,  hopefully,  the  $1.8  billion. 

Another  U.S.  initiative  that  is  of  interest  and  one  that  I  dis- 
cussed at  length  with  President  Yeltsin  was  the  implementation 
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and  finalization  of  the  $2  billion  oil  and  gas  facility  of  the  U.S.  Ex- 
port-Import Bank  to  finance  bringing  onstream  a  lot  of  the  oil  wells 
in  Russia.  Today,  one-seventh  of  the  oil  wells  in  Russia  are  closed 
down  because  of  lack  of  parts. 

Then,  if  you  look  at  tne  gas  lines,  the  pumping  stations  are  not 
developing  the  pressure  needed  for  the  transmission  of  the  gas,  and 
they  have  leaks  in  the  gas  line.  They  are  also  flaring  gas,  some- 
thing that  we  quit  doing  in  this  country  long  ago. 

These  are  things  that  can  help  generate  hard  currency  very 
quickly.  You  have  billions  of  dollars  in  this  country  and  around  the 
world  ready  to  invest  in  the  development  of  those  oil  and  gas  fields. 
So  this  is  one  area  where  I  think  we  can  be  of  substantial  assist- 
ance. 

Finally,  the  administration's  existing  budget  request  for  1994  in- 
cludes $700  million  for  economic  programs  for  Russia  and  other 
former  Soviet  Union  countries  and  $400  million  in  additional 
Nunn-Lugar  funds. 

Senator  Leahy.  Mr.  Secretary,  my  time  is  up.  But  I  am  going  to 
want  to  go  back  to  this  because  one  of  the  real  difficulties  I  see 
right  now  is  not  just  where  the  money  is  going  to  go  but,  frankly, 
the  money  that  has  been  promised  by  the  United  States  is  not  in 
our  budget  and  just  where  are  we  going  to  find  it? 

I  am  one  who,  as  you  know,  strongly  supports  the  idea  of  work- 
ing with  Russia  to  bring  about  democracy  and  a  market  economy. 
It  enhances  our  own  security  and  helps  us  economically.  But,  un- 
fortunately, we  have  overdrawn  our  bank  account  on  this  and  the 
Russians  are  not  in  a  position  where  they  are  going  to  be  able  to 
cash  that  check  until  we  put  a  little  bit  of  money  into  the  account — 
actually,  quite  a  bit  of  money.  I  will  want  to  follow  up  with  you  just 
where  that  money  might  come  from  because,  frankly,  I  do  not  see 
it  in  the  budget  yet. 

I  yield  to  Senator  McConnell. 

Senator  McCONNELL.  Thank  you,  Mr.  Chairman. 

LOANS  TO  ASIA 

Mr.  Secretary,  is  the  Asian  Development  Bank  considering  lend- 
ing to  the  Central  Asian  Republics? 

Secretary  Bentsen.  I  am  advised  that  lending  is  under  consider- 
ation, but  the  plans  have  not  been  finalized. 

Senator  McConnell.  I  think  you  would  agree  that  the  United 
States  stands  to  gain  in  two  ways  from  that  kind  of  multilateral 
lending.  First,  development  expands  our  trade  opportunities  and 
market  access  for  exports.  Second,  U.S.  companies  receive  direct 
procurement,  as  you  pointed  out,  from  the  Bank,  amounting  to  $2.2 
billion. 

I  tend  toward  the  view  that  our  economic  future  and  fortunes  are 
tied  in  many  ways  to  developments  in  the  Pacific  rim.  So  I  am  con- 
cerned that  your  overall  positive  trends  may  not  be  playing  out 
with  the  Asian  Development  Bank. 

I  am  curious  as  to  specificsilly  how  has  the  United  States  done 
in  procurement  contracts  with  the  Asian  Bank? 

Secretary  Bentsen.  I  am  advised  that  the  latest  data  show  the 
United  States  has  received  the  largest  share  of  Asian  Development 
Bank  procurement,  that  is,  more  than  any  other  G-7  country  in 
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1992.  In  4  of  the  past  5  years,  the  United  States  and  Japan  have 
received  almost  equal  shares  of  contract  awards.  In  1992,  the  Unit- 
ed States  received  $210  million  in  contracts.  In  1992,  U.S.  firms  bid 
on  only  3  percent  of  the  ADB  contracts.  The  Asian  Bank  does  not 
have  an  office  in  the  United  States,  and  I  intend  to  look  into  seeing 
if  we  cannot  get  one  here.  I  think  that  would  help.  I  think  that 
would  help  on  the  communications  with  the  Bank,  including  the 
procurement  possibilities. 

Senator  McCONNELL.  That  is  very  good.  I  was  going  to  raise  that 
issue.  I  commend  you  for  doing  that.  I  think  a  bank  here  would 
help  greatly. 

In  terms  of  the  statistics  you  just  gave,  you  may  have  said  this, 
but  do  we  measure  our  success  as  an  annual  lump  sum  or  as  a 
number  of  contracts?  Is  it  broken  down  that  way? 

Secretary  Bentsen.  It  is  an  annual  lump  sum. 

Senator  McConnell.  OK. 

Do  you  know  if  there  was  one  large  contract  that  sort  of  skew- 
ered the  statistics? 

Secretary  Bentsen.  That  is  a  good  question.  We  would  have  to 
find  out  on  that  one. 

Senator  McConnell.  OK.  If  you  get  a  chance,  I  would  kind  of 
like  to  have  the  answer  to  that. 

[The  information  follows:] 

Asian  Development  Bank  Data 

In  the  Asian  Development  Bank  data,  a  contract  is  attributed  to  the  United  States 
if  the  good  is  mined,  produced,  gro-.vn  or  manufactured  in  the  United  States,  irre- 
spective of  the  country  of  the  borrower  or  the  country/nationality  of  the  successful 
bidder. 

The  list  of  United  States  1992  contract  awards  for  Asian  Development  Bank 
projects  indicates  that  one  large  contract  did  not  skew  the  U.S.  data.  Of  the  639 
contracts  listed,  46  individusd  contracts  (totalling  $94.3  million)  were  for  $500,000 
or  more.  Of  these,  19  contracts  were  for  amounts  between  $500,000  and  $1  million; 
8  were  between  $1  million  and  $2  million;  14  were  between  $2  million  and  $4  mil- 
lion; 3  were  between  $4  million  and  $5.2  million;  and  2  were  between  $9.3  and  $10.3 
million.  The  largest  individual  contract  listed  was  for  $10.3  million  for  60,000  MT 
of  DAP  fertilizer  for  an  agricultural  project  in  Pakistan.  The  remaining  contracts 
were  for  less  than  $500,000  or  were  for  groups  of  contracts  most  of  which  were 
awarded  in  development  finance  company  projects. 

DOING  BUSINESS  IN  ASL^ 

Secretary  Bentsen.  I  would  say  that  U.S.  firms  should  be  more 
aggressive  in  this.  When  they  have  bid,  we  have  found  that  they 
had  a  76-percent  success  rate  in  1992  in  winning  the  contracts.  I 
think  that  office  you  are  talking  about  can  be  of  help  on  the  com- 
munications and  in  getting  the  word  out  here. 

Senator  McConnell.  I  think  a  lot  of  American  businesses  are 
really  intimidated  by  doing  business  in  Asia.  I  don't  quite  know 
why,  but  I  think  that  the  office  is  a  very  good  idea  and  I  hope  you 
will  follow  up  on  that. 

The  IMF  is  meeting  this  week  and  will  discuss  Vietnam's  arrear- 
ages and  eligibility  for  loans.  Historically,  the  United  States  has 
prevailed  on  France,  Japan,  and  others  to  limit  Vietnam's  access  to 
international  banks.  I  am  curious,  Mr.  Secretary,  as  to  what  our 
position  is  going  to  be  this  year. 
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Secretary  Bentsen.  You  are  correct.  We  are  meeting  this  week, 
the  IMF,  the  World  Bank  and  the  G-7,  We  continue  to  oppose  IFI 
lending  to  Vietnam  pending  further  progress  on  the  POW/MIA 
issue. 

Senator  McConnell.  Japan  has  basically  switched  positions. 
They  are  not  going  to  support  us  any  longer.  Is  that  correct? 

Secretary  Bentsen.  We  have  not  had  any  formal  notification  of 
that. 

WORLD  BANK  AND  IDA  ARREARS 

Senator  McConnell.  In  your  congressional  justification  material 
you  indicate  World  Bank  and  IDA  lending  totals  $100.8  billion.  Of 
that,  2.06  percent  is  in  nonaccnial  status,  which,  I  gather,  means 
in  arrears. 

When  Under  Secretary  Mulford  discussed  the  fiscal  year  1992  re- 
quest, he  expressed  his  concern  about  arrears  being  an  increasing 
problem.  You  have  discussed  that  in  your  testimony. 

How  many  countries  have  defaulted  or  suspended  payments  on 
their  loans?  Do  you  know  how  many  are  in  that  category? 

Secretary  Bentsen.  I  understand  it  is  about  five  or  six  countries 
with  arrears  over  180  days. 

Senator  McConnell.  Do  you  know  what  actions  are  being  taken 
with  reference  to  these? 

Mr.  Crowe.  There  are  no  bank  disbursements  to  countries  with 
arrears  over  60  days. 

Senator  McConnell.  Mr.  Chairman,  I  think  I  am  going  to  pass 
at  this  point  for  this  round.  Thank  you. 

Senator  Leahy.  Thank  you  very  much. 

Senator  Feinstein. 

Senator  FEINSTEIN.  Thank  you  very  much,  Mr.  Chairman. 

Good  morning,  Mr.  Secretary. 

Secretary  Bentsen.  Grood  morning. 

EBRD  excesses 

Senator  Feinstein.  I  was  just  reading  the  article  on  the  "Euro- 
pean Bank  for  Reconstruction  and  Development."  If  I  read  it  cor- 
rectly, it  said  that  the  overhead  was  $300  million  and  the  loans 
$240  million,  so  that  they  were  actually  spending  more  on  office 
buildings,  rent,  and  private  planes  than  they  were  on  actual  loans 
given  out. 

Do  you  find  that  to  be  correct? 

Secretary  Bentsen.  That  is  what  we  understand.  I  had  the  Dep- 
uty Secretary,  Roger  Altman,  fly  over  and  meet  with  Mr.  Attali  this 
weekend.  We  are  reacting  vigorously  and  strongly  to  beef  up  the 
accounting  practices  and  to  have  a  restructuring  of  the  budget 
functions  within  the  bank.  My  understanding  is  that  the  other 
member  countries  have  also  reacted  very  strongly. 

Senator  Feinstein.  I  would  certainly  tend  to  agree  with  the 
chairman.  Why  should  we  support  that  land  of  institution? 

Secretary  Bentsen.  Absolutely.  Without  the  changes,  we  should 
not.  We  are  vigorously  pushing  the  changes  now. 

Senator  Feinstein.  Thank  you  very  much. 
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CHANGING  GLOBAL  ENVIRONMENT 

I  would  like  to  shift  for  a  moment  to  the  changing  global  environ- 
ment as  it  would  impact  what  you  do.  What  changes  do  you  antici- 
pate developing  with  respect  to  the  allocation  of  loan  resources, 
particularly  with  respect  to  the  Soviet  Union  and  since  the  elec- 
tion? 

Do  you  contemplate  any  additional  changes  in  our  policy? 

Secretary  Bentsen.  No;  I  do  not.  I  think  we  have  been  very  for- 
tunate in  what  the  results  have  been  thus  far  in  that  election.  Ob- 
viously, we  committed,  particularly  through  the  multilateral  finan- 
cial institutions,  a  very  substantial  amount  of  additional  assistance 
for  Russia  to  make  its  conversion  to  further  democratization  and  a 
market  economy.  But  all  of  it  is  still  dependent  on  the  Russians 
themselves  insofar  as  getting  control  of  the  inflation  rate. 

The  latest  numbers  show  that  where  inflation  had  been  about  25 
percent,  they  have  been  able  to  have  a  minor  reduction  to  between 
17  percent  and  20  percent.  Hopefully,  that  is  a  trend  that  will  con- 
tinue and  further  stabilize.  But  the  money  that  we  send  will  be  de- 
pendent on  their  carrying  out  those  reforms,  and  we  will  be  mon- 
itoring them  as  they  go  forward. 

Now,  one  of  the  other  things  that  we  are  suggesting  is  that  the 
Gr-7  countries  establish  a  small,  modest,  monitoring  agency  there 
in  Moscow  to  see  that  this  money  gets  to  the  right  place,  that  they 
are  able  to  break  through  that  redtape,  and  to  see  that  the  funds 
that  have  been  entrusted  to  us  by  the  taxpayers  and  put  into  these 
multilateral  organizations  follow  the  policies  that  have  been  set 
forth  by  the  World  Bank  and  IMF. 

Senator  Feinstein.  That  is  very  interesting.  It  would  be  excel- 
lent. 

CHINA 

Could  we  shift  to  China  for  a  moment? 

In  the  past,  we  sought  to  block  all  nonhuman  resource  loans  to 
China.  In  the  future,  what  criteria  do  you  believe  this  country 
should  use  for  trying  to  deal  with  China  as  well  as  with  other  coun- 
tries? 

Secretary  Bentsen.  Let  me  speak  of  China  specifically.  As  you 
know,  for  human  rights  considerations,  the  United  States  opposes 
loans  to  China  which  are  not  for  basic  human  needs.  Credit  worthi- 
ness criteria  alone  suggest  that  China  should  not  receive  any  IDA 
resources. 

Now  it  was  a  difficult  issue  in  the  negotiations  for  IDA-10.  Many 
donors  argued  very  strenuously  on  behalf  of  China's  access  in  sup- 
port of  poverty  alleviation  and  environmental  improvements, 
Japan,  in  particular,  which  provides  20  percent  of  IDA,  and  the  Eu- 
ropeans considered  it  essential.  China  is  receiving  about  14  percent 
to  15  percent  of  IDA-9,  and  we  expect  its  share  of  IDA-10  to  drop 
significantly. 

Given  China's  impressive  growth  and  what  is  happening  to  its 
economy,  we  hope  it  can  graduate  from  IDA,  particularly  if  you 
look  at  the  southern  part  of  China  and  what  they  have  been  able 
to  do  there  in  the  way  of  their  exports.  It  has  been  quite  impres- 
sive. 
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Senator  Feinstein.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Senator  Leahy.  Thank  you,  Senator. 

Senator  Mack. 

Senator  Mack.  Thank  you,  Mr.  Chairman. 

Let  me  add  my  welcome  to  Secretary  Bentsen.  You  have  been  up 
here  so  often  over  the  last  3  months  that  it  is  hard  to  tell  that  you 
have  left.  [Laughter.] 

I  want  to  pursue  two  areas  that,  frankly,  have  already  been 
raised  in  a  little  bit  more  detail. 

INFLATION  CONTROL 

Last  week,  I  asked  Ambassador  Strobe  Talbott  what  the  most 
important  task  before  the  Yeltsin  government  was  to  help  assure 
the  success  of  democracy  and  reform  in  Russia.  He  said  the  most 
important  challenge  was  to  stabilize  the  ruble  and  rein  in  inflation. 
Basically,  you  have  said  the  same  thing  here  this  morning. 

Secretary  Bentsen.  That's  right. 

Senator  Mack.  For  the  past  year,  the  IMF  and  the  international 
community  have  tried  and  failed  to  get  the  Russian  central  bank 
to  stop  the  printing  press  that  has  caused  over  2,500  percent  infla- 
tion. Nothing  has  worked,  and  I  think  it  is  time  that  we  tried 
something  different. 

As  a  matter  of  fact,  in  visiting  Russia  about  iy2  years  ago.  Am- 
bassador Strauss  at  the  time  indicated  again  that  the  biggest  con- 
cern that  he  had  had  to  do  with  the  issue  of  the  central  bank  being 
out  of  control. 

Last  year.  Congress  passed  a  bill  which  became  law  that  specifi- 
cally permitted  the  use  of  IMF  funds  to  support  monetary  stability 
through  currency  boards.  A  currency  board  is  a  monetary  authority 
that  issues  money  that  is  fully  convertible  to  a  foreign  currency  on 
demand  at  a  fixed  exchange  rate.  It  can  either  replace  the  currency 
issued  by  a  central  bank  or  issue  a  parallel  currency. 

The  parallel  currency  approach  has  been  used  twice  successfully 
in  Russia  in  the  past.  A  currency  board  could  use  the  $6  billion  al- 
ready earmarked  by  the  IMF  for  a  stabilization  fund  to  create  new, 
hard  rubles  on  a  1-to-l  basis. 

Meanwhile,  the  central  bank  would  continue  to  print  increasingly 
worthless  rubles,  which  would  gradually  be  replaced  as  currency  by 
the  new,  hard  rubles. 

Now,  I  realize  the  difficulty  if  we  were  to  insist  that  the  currency 
board  take  over  the  responsibilities  of  the  central  bank.  There 
would  be  extreme,  difficult  political  problems. 

But  what  I  am  suggesting  here  is  the  possibility  of  a  parallel  sit- 
uation. 

We  know  the  currency  boards  have  worked.  It  works  in  Hong 
Kong  now  and  it  worked  in  Russia  twice  before. 

My  question  to  you  is  have  you  looked  into  the  option  of  using 
the  authority  that  you  already  have  to  work  with  Russia  and  the 
IMF  to  end  this  deadly  hyperinflation  and  gain  the  confidence  of 
the  Russian  people  by  issuing  a  new,  stable  Russian  currency 
through  a  currency  board? 

Secretary  Bentsen.  Well,  it  is  certainly  a  valid  and  established 
method,  trying  to  link  the  value  of  a  weak  domestic  currency  to  the 
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value  of  a  hard  currency.  We  saw  that  with  Estonia  and  what  they 
were  able  to  do  in  June  1992.  Since  then,  Estonian  inflation  has 
fallen  to  1  percent  per  month.  That  has  worked  for  a  few  countries 
around  the  world,  particularly  where  you  had  a  small  country  with 
a  small  economy  that  was  willing  to  attach  itself  to  a  strong  neigh- 
bor, like  Estonia  and  Grermany. 

But  let  me  also  say,  to  get  to  your  point.  Senator  Mack,  Mr. 
Fedorov  told  us  in  Tokyo  that  they  had  oeen  able  to  get  an  agree- 
ment by  three  of  the  central  bank  deputy  managers.  Now  Mr. 
Gerashchenko,  as  you  know,  is  the  head  of  the  central  bank.  But 
they  got  the  agreement  of  three  of  the  deputy  managers,  and  one 
of  them  is  a  close  allv  of  Mr,  Grerashchenko,  on  a  goal  for  the  ex- 
pansion of  credit  for  tne  next  quarter. 

That  we  think  is  a  breakthrough  and,  hopefully,  this  vote  that 
they  have  just  had  will  fortify  that  in  showing  public  support  for 
President  Yeltsin.  Hopefully  it  will  help  it  carry  on. 

Now,  as  far  as  the  currency  board  is  concerned,  that  certainly  is 
an  idea  to  continue  to  explore.  But  I  must  say  that  the  more  imme- 
diate result  we  should  seek  would  be  dealing  with  the  present  cur- 
rency and  getting  control  of  the  expansion  of  credit  and  the  print- 
ing of  the  ruble.  I  think  it  is  absolutely  critical. 

We  have  not  neglected  the  possibility. 

Senator  Mack.  Mr.  Secretary,  let  me  compliment  you  on  the  ef- 
forts that  you  all  have  made  so  far.  I  am  just  suggesting  to  you 
that  it  is  going  to  be  difficult,  as  has  already  been  mentioned,  to 
get  support  for  additional  aid  to  Russia,  particularly  when  people 
have  the  instinct  and  recognition  that,  in  fact,  we  could  be  just 
pouring  this  money  down  a  hole  if,  in  fact,  there  is  nothing  done 
to  get  control  of  the  ruble. 

I  just  think  that  your  job  is  going  to  be  that  much  more  difficult 
if  there  is  not  some  convincing  manner  to  say  to  the  American  peo- 
ple that  we  have  done  something  to  make  sure  that  this  is  the  case. 

One  thought  went  through  my  mind.  I  know  that  this  is  not  the 
traditional  approach  and,  frankly,  it  causes  people  problems  be- 
cause they  are  not  comfortable  with  it.  They  nave  not  dealt  with 
it. 

But  I  think  the  situation  warrants  maybe  taking  a  look  and  try- 
ing something  different.  As  you  said  just  a  moment  ago,  Russia's 
economy  is  no  longer  a  huge  economy.  In  the  numbers  that  you  just 
gave  us,  $75  billion  is  not  a  big  economy.  It  has  lots  of  people  but 
not  a  big  economy. 

One  of  the  quickest  ways  to  strengthen  President  Yeltsin's  hand 
is  to  have  a  strong  ruble.  I  think  that  the  way  to  go  is  with  a  cur- 
rency board. 

So  I  at  least  appreciate  your  indication  of  willingness  to  take  a 
look  at  this.  I  would  like  to  have  more  conversations  with  you  and 
others  in  the  department  about  this  idea.  I  think  it  is  a  worthwhile 
one. 

Secretary  Bentsen.  Thank  you. 

LOANS  TO  IRAN 

Senator  Mack.  If  I  could  pursue  one  second  area,  it  has  to  do 
with  the  World  Bank  and  Iran.  Again,  this  has  already  been  raised. 
I  believe  it  was  mentioned  earlier  by  the  chairman  that  several 
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loans  were  recently  made  to  Iran  with  strong  objection  on  the  part 
of  the  United  States. 

Secretary  BEhfTSEN.  Absolutely. 

Senator  Mack.  I  think,  again,  that  the  chairman  said  we  were 
the  only  no  vote. 

That  is  very  disturbing  to  me. 

Secretary  Bentsen.  It  is  to  me,  too.  But  that  is  what  happened 
to  us. 

Senator  Mack.  One  of  the  messages  that  I  think  most  of  us  have 
picked  up  as  we  have  traveled  in  that  part  of  the  world  is  a  deep 
concern  in  Russia  as  well  about  where  Iran  is  headed,  the  efforts 
to  obtain  nuclear  weapons,  and  so  forth. 

It  just  seems  very  inconsistent  for  us  to — I  do  not  want  to  imply 
that  we  have  not  tried  to  stop  that,  I  know  that  we  have.  But  I 
know  that  it  is  time  for  us  to  try  to  find  a  more  effective  way  to 
see  that  there  are  not  additional  loans. 

I  have  information  that  would  indicate  to  me  that  there  is  an- 
other $800  million  worth  of  loan  proposals  expected  to  come  before 
the  World  Bank  this  year  that  are  going  to  be  made  to  Iran. 

I  must  say  to  you  that  I  would  find  it  very  difficult  to  support 
increasing  funding  for  the  World  Bank  if  we  are  going  to  allow  ad- 
ditional loans  to  flow  into  Iran,  a  terrorist  country.  And  you  have 
indicated  in  your  remarks  this  morning  that  pressure  from  environ- 
mental groups,  for  example,  has  been  able  to  change  policy  with  re- 
spect to  development  loans. 

It  seems  to  me  that  it  is  a  very  reasonable  position  for  us  to  take, 
that  a  terrorist  nation — and  I  believe  Secretary  Christopher  re- 
ferred to  them  as  an  "international  outlaw" — that  we  find  a  way  to 
stop  any  additional  lending  to  Iran. 

I  think  this  is  an  issue  we  are  all  going  to  deal  with  whether  we 
like  it  or  not.  And  I  realize  the  difficulty.  We  only  have  one  vote, 
as  you  say. 

But  I  think  it  is  clear  that  we  have  to  send  a  message  to  our 
partners  that  it  makes  absolutely  no  sense  to  be  funding  Iran.  I 
would  suggest  that  the  Clinton  administration  is  open  to  the  same 
charge  that  was  made  of  the  Bush  administration  with  respect  to 
Iraq.  We  have  to  find  ways  to  see  that  United  States  tax  dollars 
are  not  being  used  to  fund  borrowings  for  Iran. 

Secretary  Bentsen.  I  think  we  should  explore  the  full  range  of 
options  because  I  certainly  oppose  the  loan  and  regret  our  inability 
to  convince  the  rest  of  the  board. 

Senator  Feinstein.  Senator? 

Senator  Mack.  Do  you  have  any  other  suggestions  as  to  what  we 
might  do  in  order  to  bring  this  change  about? 

Secretary  BENTSEN.  No;  I  do  not.  But  we  are  trying  to  find  a  way 
to  exert  more  muscle. 

Senator  Mack.  I  would  be  glad  to  yield  to  the  Senator. 

Senator  Feinstein.  If  you  would  yield  just  for  a  moment,  I  could 
not  agree  more  with  what  you  said. 

I  am  just  wondering,  when  challenged,  what  do  the  other  Nations 
give  as  a  reason  for  supporting  these  loans? 

Secretary  Bentsen.  Well,  until  recently,  supposedly,  those  loans 
had  been  made  for  humanitarian  and  social  purposes  only.  But  now 
it  has  turned  to  financing  the  infrastructure.  In  whatever  way  we 
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can,  we  want  to  correct  that.  It  is  obvious  that  some  of  these  coun- 
tries, I  suppose,  are  thinking  about  developing  further  trade  with 
Iran.  That  would  be  my  assumption. 

Senator  Mack.  I  would  make  an  additional  comment  here  that 
I  guess  people  would  find  it  difficult  to  not  allow  funding  to  go  for- 
ward for  humanitarian  purposes.  But  the  reality  is  that  every  dime 
that  they  get  for  us  for  those  purposes  are  money  of  their  own  that 
they  do  not  use  for  that  purpose  and  are  allowed  to  use  it  to  build 
up  their  military  capability  and  to  fund  terrorism  around  the 
world. 

Secretary  Bentsen.  Well,  now  the  problem  is  it  is  not  just  for 
humanitarian  purposes.  They  have  moved  to  financing  some  of  the 
infrastructure,  as  I  understand  it. 

Senator  Mack.  Again,  this  is  going  to  be  an  issue  that  is  going 
to  find  its  way  to,  if  we  do  not  deal  with  it  in  the  committee,  then 
I  am  sure  we  are  going  to  have  to  deal  with  it  on  the  floor  of  the 
Senate. 

Thank  you,  Mr.  Chairman. 

RUSSIAN  ECONOMY 

Senator  Leahy.  Thank  you. 

Do  we  know  what  Russia's  current  external  debt  is? 

Secretary  Bentsen.  We  do  not  have  that  number. 

Senator  LEAHY.  Am  I  correct  in  assuming  that  they  are  not  pay- 
ing it  off?  Certainly,  their  debt  to  us,  we  simply  extended  them  the 
time  to  pay  it? 

Secretary  Bentsen.  Oh,  I  think  that  is  generally  true  and  not 
just  to  us.  They  are  obviously  in  deep  financial  trouble. 

Senator  LEAHY.  But  they  are  not  paying  us  back.  I  understand 
we  face,  between  Russia  and  the  former  Soviet  Union,  just  in  CCC 
credits  alone,  about  $5  billion  that  they  are  basically  in  default  on 
now. 

Secretary  Bentsen.  Mr.  Chairman,  I  don't  have  that  number, 
but  I  would  not  question  that  number. 

Senator  Leahy.  Now  if  we  add  on  top  of  that  IMF  and  World 
Bank  loans,  if  we  follow  the  normal  way  of  doing  those  loans,  is 
it  really  possible  that  they  could  repay  them? 

Secretary  Bentsen.  Well,  that  depends  on  how  successful  they 
are  in  the  conversion  to  a  free  market  system.  Part  of  the  problem, 
Mr.  Chairman,  is  just  getting  a  definition  of  what  private  propertv 
is.  It  is  an  incredible  transformation  that  we  are  looking  at  with 
a  country  that  has  spent  70  years  under  a  Communist  system,  and 
the  farthest  thing  from  a  free  market  system.  It  will  not  be  an  easy 
transition.  To  the  extent  that  we  can  influence  it  and  push  it,  we 
want  to  because  we  can  see  the  alternative  of  what  we  have  had 
in  the  past. 

Senator  Leahy.  What  would  you  think  of  some  of  the  absolute 
priorities,  the  top  priorities  for  us,  for  the  United  States,  in  helping 
them  go  to  the  market  economy?  I  ask  for  the  absolute  priorities 
because  I  still  have  this  terrible,  sinking  feeling.  Frankly,  almost 
every  day  I  try  to  figure  out  how  we  are  going  to  begin  to  cover 
the  promises  our  country  has  made  in  aid  to  Russia,  and  if  we  are 
unable  to  cover  it  all,  which  is  highly  possible,  what  are  the  abso- 
lute top  priorities?  What  are  those  things  in  aid  to  Russia  or  pro- 
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grams  in  aid  to  Russia  that  you  consider  as  absolutely  essential  in 
moving  them  toward  a  market  economy? 

Secretary  Bentsen.  Let  me  first  preface  my  answer,  as  I  have 
all  along,  by  saying  the  primary  obligation  belongs  to  the  Russians 
and  they  are  not  going  to  get  this  money  unless  they  stabilize  their 
currency.  That  just  has  to  be.  That  has  to  follow.  Otherwise,  it  is 
money  down  the  tube. 

Senator  Leahy.  Are  you  saying  they  could  stabilize  their  econ- 
omy without  any  aid  or  help  from  outside? 

Secretary  Bentsen.  No;  I  think  they  are  going  to  have  to  have 
some  assistance  in  that  one.  And  as  they  put  in  those  reforms  and 
provide  for  them  legislatively  or  through  a  commitment  by  the 
central  bank,  then  you  will  get  the  first  amount  of  money  that  tries 
to  help  in  that  regard. 

What  you  will  see  is  a  situation  where,  if  they  work  out  the  right 
contractual  relationship,  you  will  see  the  Export-Import  Bank  pro- 
viding that  $2  billion  of  support  to  tiy  to  help  the  oil  and  gas  in- 
dustry convert  that  product  to  hard  dollars,  to  hard  currency. 
Those  are  the  types  oi  things.  It  is  a  step-by-step  process  in  bring- 
ing this  about. 

I  think  the  privatization  of  small  business  is  a  step  in  that  direc- 
tion and  is  very  helpful.  It  is  difficult  to  pick  out  just  one  by  itself 
or  to  try  to  prioritize  them,  when  they  plav  off  each  other  so  much. 

Senator  Leahy.  I  understand.  But  I  tnink  both  you  and  your 
staff  should  be  prepared  because,  unless  we  can  find  some  flexibil- 
ity in  the  budget,  we  are  going  to  have  to  start  looking  for  some 
of  those  priorities. 

I  would  have  preferred  to  find  them  prior  to  the  commitment 
being  made.  But  now  that  the  commitment  has  been  made,  if  we 
are  unable  to  fulfill  the  full  commitment,  at  least  let's  make  sure 
we  have  fulfilled  those  that  invest.  I  am  open  to  any  kind  of  sug- 
gestions from  you.  Secretary  Christopher,  or  anybody  else  on  how 
we  fulfill  that  which  we  might  have  money  for. 

Of  course  I  agree,  as  we  all  do,  that  Russia  has  to  make  the  deci- 
sions itself.  We  cannot  impose  a  solution  on  the  Russians.  We  are 
discussing  relatively  small  amounts  of  money  and  hoping  to  get  an 
enormous  payback  both  in  stability,  democracy,  and,  of  course,  in 
economic  payoff  to  us  with  a  trading  partner. 

I  think  we  understand  each  other  on  this  and  understand  that 
there  is  a  lot  to  be  done  before  this  bill  comes  out  of  committee. 
But  I  would  strongly  urge  you  and  those  from  your  department 
who  are  here  to  start  loolang  at  the  absolute  priorities  and  at  least 
rank  them  in  the  best  order,  what  gets  funded  first.  If  we  end  up 
being  able  to  fund  all  the  things  that  have  been  promised,  we  have 
no  problem.  But  I  am  assuming  we  are  going  to  be  unable  to  do 
that. 

Secretary  Bentsen.  Some  of  these  initiatives  were  committed 
subject  to  other  countries  participating  in  bringing  that  about. 

Senator  Leahy.  I  understand.  I  understand. 

MDB  REFORM 

I  have  a  draft  document  entitled,  "Presidential  Review  Directive 
on  Multilateral  Development  Banks."  In  fact,  it  is  such  a  good 
draft,  I  hope  the  final  report  looks  a  lot  like  the  draft. 
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At  one  point  it  says  that  the  administration  should  work  with 
Congress  to  develop  clear,  time-bound  targets  for  MDB  reform  to 
be  required  for  continued  full-scale  financial  support  from  the  Unit- 
ed States. 

I  absolutely  agree.  A  couple  of  years  ago  we  tried  to  do  that.  In 
fact,  2  years  ago  in  our  committee  report  and  last  year  in  the  For- 
eign Operations  bill  we  identified  specific  benchmarks  in  the 
MDB's  to  meet  in  several  years,  by  mid- 1994. 

What  is  the  status  of  the  review  of  MDB  reforms?  I  ask  that  be- 
cause I  am  wondering  if  maybe  it  might  be  wise  to  not  increase 
contributions  to  the  MDB's  until  we  see  if  they  are  responding  at 
all  to  the  targets  we  set  up. 

Secretary  Bentsen.  Do  you  have  anjrthing  on  that? 

Mr.  Crowe.  There  is  a  Presidential  review  directive  on  that. 

Senator  Leahy.  That's  the  one  I  just  referred  to. 

Mr.  Crowe.  Right.  Treasury  is  plaving  one  of  the  leading  roles 
in  preparing  the  paper.  The  paper  still  is  in  the  development  stage, 
though.  It  has  not  yet  been  finalized.  But  I  think  we  are  very  well 
aware  of  the  committee's  views. 

Senator  Leahy.  Will  we  have  reforms  and  timetables  prior  to  the 
time  this  bill  comes  out  of  committee,  perhaps  this  summer? 

Mr.  Crowe.  I  hope  we  will,  sir. 

Senator  Leahy.  You  don't  have  to  work  under  the  effort  of  a  sup- 
plemental because  we  won't  have  one.  But  I  am  thinking  of  the 
final  bill  which  we  will  have. 

I  would  ask  you,  Mr.  Secretary,  that  we  not  increase  contribu- 
tions unless  we  see  movement  toward  some  of  the  reforms. 

I  understand  what  you  said  about  the  fact  that  we  do  not  control 
the  banks  completely.  We  are  simply  one  contributor  and  they  will 
do  things  that  we  do  not  like.  The  same  thing  happens  with  the 
United  Nations. 

But,  on  the  other  hand,  if  they  go  so  far  off  from  what  is  in  our 
best  interests,  we  have  to  ask  whether  we  should  contribute. 

WORLD  BANK 

Now  you  referred  to  the  Wapenhans  report  earlier.  It  shows  that 
37  percent  of  World  Bank  funded  projects  did  not  live  up  to  the 
bank's  own  lending  criteria.  That's  37  percent. 

There  is  only  15  percent  that  were  not  living  up  to  that  criteria 
back  in  1981.  Instead  of  getting  better,  it  has  more  than  doubled. 

It  also  showed  that  78  percent  of  the  lending  agreements  the 
country  signed  returned  for  bank  funding  had  not  been  complied 
with.  That's  78  percent,  somewhat  wide  of  the  mark  of  where  it 
should  be. 

How  do  you  feel  about  the  report?  Do  you  agree  with  me  that  it 
rings  some  very,  very  serious  alarm  bells? 

Secretary  Bentsen.  No  question  about  that.  But  the  encouraging 
thing  is  that  the  World  Bank  commissioned  that  report  on  itself, 
which  is  highly  critical.  Obviously,  we  are  going  to  press  the  World 
Bank  on  this  report  and  do  so  vigorously.  And  we  will  press  all  the 
MDB's  to  improve  loan  quality  as  a  key  to  our  continued  support. 

Senator  Leahy.  You  know,  I  sometimes  wonder  how  you  get  their 
attention.  The  environmentalists  complain  to  them  about  the 
Narmada  Dam  project,  raising  kinds  of  alarms  which  they  com- 
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pletely  ignored.  Then  the  bank,  to  their  credit,  in  1991,  I  believe 
it  was,  appointed  an  independent  commission  led  by  Brad  Morse. 
He  reviewed  this  $450  million  boondoggle  and  he  came  back  with 
a  report  that  made  the  most  strident  environmentalists'  concerns 
sound  meek  and  retiring  by  comparison. 

It  found  that  the  Narmada  was  a  complete  fiasco  and  not  an  iso- 
lated one.  The  World  Bank  had  completely  ignored  their  own 
standard.  The  Morse  report  said  they  ought  to  just  withdraw  their 
support  of  it.  The  bank  at  first  resisted.  To  the  U.S.  credit.  Treas- 
ury, as  well  as  other  countries,  just  raised  such  a  hullabaloo  that 
they  fingdly  backed  off. 

What  I  am  concerned  about  is  that  this  $400  million  created  ter- 
rible environmental  problems.  It  is  money  wasted.  All  the  alarm 
signals  that  were  raised  bv  people  across  the  political  spectrum  £dl 
over  the  world  were  totally  ignored.  Then  we  find  out  that  others 
go  on  like  this. 

Are  we  in  a  situation  where  the  World  Bank  is  just  incapable  of 
policing  itself? 

Secretary  Bentsen.  No;  I  don't  think  so.  I  look  at  the  other  side 
of  it.  I  look  at  it  as  the  glass  is  half  full.  I  think  that  that  outrage, 
which  was  totally  justified,  on  the  dam — the  dam  was  an  appalling 
mistake — that  kind  of  outrage  finally  had  its  impact.  It  was  far  too 
slow,  but  they  surely  ultimately  reacted  to  it.  And  we  won  that  one. 

But  there  are  others  like  it  where  we  are  trying  to  put  the  pres- 
sure on,  to  try  to  get  them  to  back  off.  We  will  continue  to  do  that. 

Senator  Leahy.  Would  it  help  if  they  had  some  kind  of  independ- 
ent body  on  the  outside  that  could  hear  complaints  and  make  rec- 
ommendations, make  public  recommendations  if  need  be,  to  the 
board  of  directors? 

Secretary  BEhfTSEN.  I'm  not  sure  that  that  is  necessary.  But  I 
would  say  that  the  members  of  the  bank,  the  reaction  by  them  and 
particularly  the  reaction  of  this  country,  has,  I  think,  had  a  strong 
effect.  We  do  not  win  them  all,  but  if  we  raise  enough  static  over 
it,  we  finally  have  been  able  to  win  some  of  the  big  ones.  I  think 
it  is  making  them  more  sensitive  to  that  than  they  have  been  in 
the  past,  and  that  is  to  our  credit. 

Senator  Leahy.  Senator  Specter. 

Senator  Specter.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  think  you  bring  a  very  unique  perspective  to  the 
job  of  head  of  the  Treasury  Department  given  your  long  and  distin- 
guished career  in  public  service. 

Secretary  Bentsen.  Thank  you. 

Senator  Specter.  I  left  for  a  few  minutes  to  drop  in  on  a  couple 
of  other  committee  hearings,  a  process  here  that  you  know  very 
well  for  having  been  in  this  body  for  more  than  two  decades. 

SUB-SAHARAN  COUNTRIES 

There  are  a  few  subjects  I  would  like  to  discuss  with  you  rel- 
atively briefiy.  The  first  one  relates  to  our  efforts  on  sub-Saharan 
countries,  which  you  referred  to  in  your  testimony. 

In  April,  Senator  Pressler  and  I  had  an  opportunity  to  visit  a 
number  of  sub-Saharan  countries.  We  saw  a  great  many  problems. 
There  were  vast  opportunities  for  economic  development,  opportu- 
nities for  U.S.  investment,  opportunities  for  trade,  many  problems 
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on  human  rights,  and  a  variety  of  countries  in  various  stages  of  po- 
litical upheaval  and  reform.  Is  there  any  reason  why  we  should  not 
condition  U.S.  foreign  aid  on  these  countries  achieving  certain 
minimal  standards  of  compliance  with  human  rights? 

I  should  have  incorporated  an  earlier  statement,  Mr.  Secretary, 
something  that  you  know  but  that  is  important  for  the  record.  It 
is  the  fact  that  the  Department  of  State  publishes  extensive 
resumes  specifying  what  a  variety  of  countries  are  not  doing  in 
terms  of  observing  human  rights — countries  like  Kenya,  Central 
African  Republic,  Nigeria,  or  others  which  we  visited. 

Is  there  any  reason  why  we  should  not  insist  as  a  precondition 
to  U.S.  aid  that  they  measure  up  to  certain  minimal  standards  on 
human  rights? 

Secretary  Bentsen.  Senator,  I  am  sympathetic  to  those  objec- 
tives. We  are  looking  at  an  area  which  you  know  well  and  you've 
recently  related  to.  And  I  appreciate  your  counsel  on  it. 

I  would  say  that  we  are  committed  to  helping  sub-Saharan  Africa 
meet  some  very  formidable  development  problems.  I  think  the  na- 
tions of  that  region  are  weak.  Human  and  institutional  capacities 
pose  a  very  serious  constraint.  I  share  that  concern  with  you. 

But  we  are  particularly  concerned  that  Africa  is  the  only  region 
where  poverty  is  expected  to  increase  during  the  1990's.  We  do  not 
want  to  put  something  in  that  is  going  to  impede  assistance — ^we 
are  trying  to  balance  that  off  in  achieving  your  objective  and  ours 
and  still  not  impede  assistance  to  the  area,  which  so  desperately 
needs  it. 

I  think  support  of  sound  economic  policies  for  that  area  is  abso- 
lutely paramount  and  that  the  banks,  to  the  degree  they  can,  must 
push  that. 

Many  of  these  countries  have  adjustment  policies  in  place.  They 
have  to  be  deepened  and  they  have  to  be  consolidated.  Trying  to 
achieve  that  balance  is  my  concern,  and  it  is  not  an  easy  one. 

Senator  Specter.  Mr.  Secretary,  I  am  very  reluctant  to  differ 
with  you,  but  I  am  leaning  in  that  direction  on  this  issue  as  a  way 
of  provoking  some  help. 

Let  me  shift  gears  to  a  tougher  question  and  that  is  with  respect 
to  loans  from  a  multinational  bank,  from  the  World  Bank,  is  there 
any  way  mechanically  that  the  United  States  could  insist  on  com- 
pliance with  minimal  human  rights  standards  before  loans  are 
made,  say  from  the  World  Bank? 

Secretary  Bentsen.  It's  the  same  problem.  It's  no  tougher.  They 
are  both  tough. 

Senator  Specter.  Well,  aside  from  the  policy,  is  there  any  way 
we  could  do  it  mechanically? 

Secretary  Bentsen.  Let  me  explore  that,  Senator,  because  I 
share  your  objective  in  what  you  are  trying  to  do.  Let  me  explore 
it  and  see  what  we  can  do  to  implement  a  proper  balance  and  get 
some  minimum  standards. 

Senator  Specter.  I  would  appreciate  it  if  you  would,  Mr.  Sec- 
retary. Senator  Pressler  and  I  visited  the  President  of  the  Central 
African  Republic.  We  handed  him  the  list  of  human  rights  viola- 
tions. There  was  very  little  concern.  If  there  is  not  some  impetus 
behind  what  we  are  doing,  I  think  it  is  not  going  to  happen. 
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Let  me  shift  gears  to  a  second  subject,  which  goes  to  the  issue 
of  aid  to  Russia,  which  I  know  is  somewhat  beyond  the  purview 
today  but  is  really  right  in  line  with  the  mainstream  of  your  testi- 
mony. 

When  we  considered  legislation  last  year,  I  offered  an  amend- 
ment which  would  have  required  collateral  security  on  Russian  re- 
sources, like  their  oil,  gold,  and  minerals,  for  the  loans  which  we 
would  make.  Now  we  are  talking  about  very  substantial  assistance 
to  Russia.  I  think  the  objective  of  assistance  to  Russia  is  sound. 

I  do  not  have  to  tell  you,  as  a  Senator  who  recently  represented 
a  State  with  big  cities,  and  coming  from  a  State  of  comparable  size, 
representing  big  cities  and  people  in  very,  very  deep  trouble,  of  the 
kind  of  resentment  there  is,  understandably,  to  advancing  funds  to 
Russia  when  we  have  not  advanced  funds  to  very  needy  areas  in 
the  United  States. 

Why  should  we  not  insist  on  collateral  security  for  our  loans,  just 
as  any  commercial  lender  would  so  insist? 

Secretary  Bentsen.  One  of  the  things  that  is  happening  right 
now  is  some  collateralization  is  taking  place  insofar  as  what  the 
World  Bank  does.  They  are  moving  in  that  direction  to  try  to  do 
some  of  that. 

The  other  is  where  you  have  private  enterprise  going  in  and  in- 
vesting substantial  amounts  of  money,  and  getting  a  pledge  on 
some  of  those  resources  as  they  are  exported. 

Senator  Specter.  Is  the  World  Bank  getting  collateral  security 
today? 

Secretary  Bentsen.  I  would  have  to  go  back  and  check.  I  believe 
one  of  the  banks  is  doing  something  in  that  regard. 

Do  you  happen  to  know  the  specifics  of  that? 

Mr.  Crowe.  No;  it  is  something  we  have  to  work  out. 

Secretary  BENTSEN.  It  is  something  we  need  to  work  out. 

Senator  Specter.  I  see  somebody  nodding  "no"  in  the  first  row. 
I  am  not  sure  if  that  binds  you  or  not,  Mr.  Secretary. 

Senator  Leahy.  We  are  not  recording  the  nods.  [Laughter.] 

Senator  Specter.  I  am. 

Secretary  Bentsen.  I  do  recall  that  there  was  some  agreement 
on  a  set-aside  that  had  to  be  worked  out  because  of  a  colla- 
teralization agreement.  But  I  do  not  remember  the  specifics  of  it. 
I  would  have  to  give  you  something  later. 

Senator  Specter.  If  you  could  provide  that  after  the  hearing,  Mr. 
Secretary,  I  would  be  very  appreciative. 

Secretary  Bentsen.  Yes;  let  me  do  that. 

[The  information  follows:] 

World  Bank 

The  World  Bank  relies  almost  exclusively  upon  sovereign  guarantees  and  not 
upon  collateral  to  back  up  its  assistance  to  covmtries,  and  it  is  following  that  policy 
with  respect  to  Russia.  In  particular  cases  the  International  Finance  Corporation, 
a  member  of  the  World  Bank  group,  may  obtain  collateral,  such  as  property  mort- 
gages or  offshore  escrow  accounts. 
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Senator  Specter.  But  why  not  insist  on  collateral  security  for 
U.S.  loans?  Russia  has  a  lot  of  resources,  has  a  lot  of  potential.  It 
would  certainly  make  it  more  businesslike  and  more  palatable. 
Why  not? 

Secretary  Bentsen.  I  think  part  of  it  is  because  of  what  private 
capital  is  doing  in  trying  to  get  commitments  on  the  resources  as 
they  are  being  exported  and  how  much  that  might  intrude.  Private 
capital  is  what  we  would  like  to  get  most  of  all,  frankly. 

Senator  Specter.  Oh,  I  understand. 

Would  you  review  that 

Secretary  Bentsen.  I  would  be  happy  to. 

Senator  Specter  [continuing].  With  respect  to  what  private  cap- 
ital is  doing  to  see  if  you  have  some  really  solid  basis  for  sajdng 
that  it  would  possibly  impede  private  capital's  investment? 

Secretary  BENTSEN.  Yes;  let  me  take  a  look  at  that. 

[The  information  follows:] 

Collateral  Security  for  Loans  to  Russia 

The  United  States  does  not  seek  collateralization  for  loans  to  governments,  seek- 
ing instead  a  sovereign  guarantee  of  the  loans.  We  would  not  seek  collateralization 
for  loans  to  Russia  except  under  certain  specific  conditions. 

Collateralization  presumes  the  assets  used  as  collateral  are  set  aside  and  not  sold 
or  given  to  other  parties.  In  the  case  of  Russia,  the  energy  and  mineral  assets  which 
it  could  use  as  collateral  are  in  high  demand  internally  and  for  export;  therefore, 
if  they  were  used  as  collateral  Russia's  hard  currency  earnings  would  be  reduced 
or  internal  users  would  be  affected. 

Furthermore,  collateralization  could  encourage  the  Russian  government  to  main- 
tain central  control  over  energy  and  mineral  producing  enterprises  that  we  want  to 
see  privatized.  Continued  central  control  would  discourage  private  investment. 

Collateralization  could  also  discourage  the  development  of  Russia's  foreign  ex- 
change system,  particularly  if  the  use  of  offshore  collateral  accounts  is  involved. 

Collateralization  may  also  signal  a  lack  of  confidence  in  the  ability  of  the  Russian 
government  to  repay  its  loans  and  its  ability  to  implement  necessary  macroeconomic 
policies. 

There  has  also  been  a  legal  obstacle  to  collateralization,  in  that  the  World  Bank 
(as  well  as  other  development  banks)  has  a  negative  pledge  clause  in  standard  loan 
contracts  with  borrowing  countries  that  makes  it  difficult  for  loans  to  be  made  that 
are  secured  by  collateraL  Under  the  negative  pledge  clause,  borrowing  countries  are 
generally  pronibited  from  providing  collateral  urdess  the  collateral  is  extended  to 
the  World  Bank  as  well. 

However,  in  March  1993,  after  months  of  careful  consideration,  the  World  Bank 
Board  adopted  a  policy  that  permits  collateralized  lending  under  certain  cir- 
cumstances for  countries  in  transition  to  market  economies.  When  it  has  been  deter- 
mined that  this  policy  applies  to  Russia,  the  U.S.  Eximbank  will  be  able  to  obtain 
collateral  for  financing  under  its  proposed  $2  bilUon  fi-amework  agreement  for  as- 
sistance to  the  Russian  energy  sector.  It  should  be  noted,  however,  that  only  pro- 
ceeds fi-om  the  incremental  ouproduction  as  a  result  of  the  Eximbank  loan  are  sub- 
ject to  collateralization.  This  type  of  collateralized  financing  is  warranted  in  this 
case  because  few  other  sources  of  financing  are  available  in  amounts  large  enough 
to  promote  growth  in  a  key  sector  of  the  Russian  economy. 

HEALTH  CARE 

Senator  Specter.  Let  me  turn  to  a  third  subject  very  briefly. 

When  I  left  here  I  went  to  the  Veterans  Affairs  Committee.  We 
are  having  a  committee  hearing  in  review  of  veterans  policies  in 
anticipation  of  a  national  health  care  plan.  Senator  Rockefeller,  the 
chairman  of  the  committee,  and  I  had  a  little  dialog.  I  am  tempted 
to  ask  you  this  question — it  will  not  take  too  much  time — because 
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of  the  very  extensive  experience  you  have  had  in  this  field  as  chair- 
man of  the  Finance  Committee,  probably  more  experience  than  97, 
98,  or  99  of  the  other  Senators. 

Senator  Rockefeller  made  three  statements.  He  said  we  must 
pass  health  care  this  year,  we  will  pass  health  care  this  year,  and 
if  we  do  not  pass  it  this  year,  we  will  not  pass  it  next  year. 

Secretary  Bentsen.  Senator,  do  not  get  me  off  on  that  one.  Let 
me  stay  on  the  subject  before  this  committee,  if  I  may.  I  have 
enough  problems  right  here. 

Senator  Specter.  OK.  [Laughter.] 

Thank  you  very  much. 

Senator  Leahy.  Senator  Feinstein. 

Senator  Feinstein.  No  further  questions. 

WORLD  BANK  REVIEW 

Senator  Leahy.  Mr.  Secretary,  before  we  close,  I  do  want  to  reit- 
erate my  strong  support  for  the  creation  of  a  permanent,  independ- 
ent review  body  for  the  World  Bank.  They  have  to  have  somebody 
who  can  hear  complaints  from  the  public.  Right  now,  you  have  a 
lot  of  bureaucrats  there  who  live  very  isolated,  well-cushioned  lives, 
apparently  divorced  from  reality.  I  think  we  need  to  have  some- 
thing that  can  sound  the  claxon  call  on  behalf  of  the  public.  We  will 
have  more  problems  like  the  Narmada  project  and  other  boon- 
doggles of  that  nature. 

I  look  forward  to  working  with  you  and  others  in  the  administra- 
tion. I  am  intrigued  by  press  accounts  that  I  have  read  of  the 
amounts  that  you  have  promised  to  Russia  and  of  some  of  the  pro- 
grams that  the  press  says  are  to  be  started.  Many  of  them  are  pro- 
grams I  have  long  urged  for  Russia,  so  I  am  glad  to  see  that.  I  will, 
of  course,  look  forward  to  working  with  you  and  others  in  the  ad- 
ministration to  find  which  part  of  the  promises  actusdly  can  be  paid 
for  and  how. 

I  applaud  you  and  your  willingness  to  push  the  EBRD  to  clean 
up  their  act.  In  the  meantime,  we  will  leave  it  at  zero  in  the  com- 
mittee mark  and  hope  that  they  will  have  such  a  change  of  heart 
that  it  will  encourage  us  to  add  money  back  in  there.  Obviously, 
what  they  are  supposed  to  do  is  something  you,  I,  and  virtually  ev- 
erybody else  would  agree  with.  What  they  are  doing  now  is  some- 
thing none  of  us  agrees  with. 

Thank  you  very  much. 

Secretary  Bentsen.  I  will  agree  with  that,  Mr.  Chairman.  You 
have  had  an  enormous  reaction  by  the  countries  that  are  partici- 
pating in  it,  demanding  a  very  rigorous  accounting  and  review  of 
that  and  quite  a  change  in  the  expenditures. 

Senator  Leahy.  Thank  you  very  much. 

Secretary  Bentsen.  Delighted. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Leahy.  Thank  you. 

There  will  be  some  additional  questions  which  will  be  submitted 
for  your  response  in  the  record. 
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[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 


380 


ADDITIONAL  COMMITTEE  QUESTIONS 


ENTERPRISE  FOR  THE  AMERICAS  (EAI) 
MULTILATERAL  INVESTMENT  FUND  (MIF) 

SENATOR  LEAHY:   Mr.  Secretary,  you  are  requesting  full 
funding  for  the  EAI  Multilateral  Investment  Fund.   What 
has  the  MIF  achieved  thus  far?   Are  we  justified  in 
providing  the  full  $100  million  when  foreign  aid  funds 
are  stretched  so  thin? 

This  was  to  be  a  multilateral  effort.   What  have 
other  contributors  done?   What  has  been  the  response  of 
Latin  American  governments?   What  has  been  the  response 
of  private  investors? 

SECRETARY  BENTSEN:   The  MIF,  a  $1.3  billion  fund 
administered  by  the  Inter-American  Development  Bank,  was 
established  to  finance  technical  assistance,  human 
resource  development  and  support  for  small  business 
development  throughout  Latin  America  and  the  Caribbean. 
The  MIF  is  designed  to  assist  countries  in  making  market 
reforms  needed  to  stimulate  both  domestic  investment  and 
greater  private  capital  flows.   As  the  United  States 
remains  committed  to  increasing  trade,  investment,  and 
growth  in  the  hemisphere,  it  is  important  to  us  that  the 
MIF  be  up  and  running. 

The  MIF  came  into  effect  in  January,  1993;  Congress 
authorized  U.S.  participation  at  $500  million  over  the 
life  of  the  Fund  (matched  by  Japan) ,  and  appropriated  $90 
million  for  our  FY  1993  installment. 

Twenty-one  countries  are  original  signatories  of  the 
MIF.   Of  these,  the  United  States,  Japan  and  Chile  have 
presented  all  the  required  documents  and  deposited 
contributions;  Honduras,  Peru  and  El  Salvador  have 
presented  documents  but  have  not  yet  deposited 
contributions.   In  addition  to  the  original  signatory 
countries,  Barbados  has  presented  the  required  documents 
and  deposited  its  contribution,  while  Bolivia  and 
Paraguay  have  presented  the  required  documents. 

The  MIF  Donors  Committee  met  in  late  March  and  again 
in  early  May  and  agreed  to  streamlined  regulations  that 
will  enable  the  MIF  to  commence  operations.   The  Donors 
Committee  will  meet  monthly  to  consider  projects.   The 
IDB  has  also  hired  staff  and  committed  $2  million  to 
prepare  projects  for  formal  consideration.   We  expect 
that  the  first  MIF  projects  will  be  ready  for  approval  by 
the  Donors  Committee  later  this  summer. 

ENTERPRISE  FOR  THE  AMERICAS  INITIATIVE  (EAI) 

DEBT  RELIEF 

SENATOR  LEAHY:   Mr.  Secretary,  what  is  your  assessment  of 
the  EAI  debt  relief  program?   I  see  you  have  only 
requested  $45  million  for  fiscal  1994,  when  we 
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appropriated  $50  million  for  fiscal  1993.   Why  did  you 
cut  the  request? 

If  we  provide  the  $45  million,  what  do  you  plan  to 
do  with  it?  What  countries  will  receive  debt  relief? 
Please  explain  the  special  $7  million  debt  relief 
proposal . 

SECRETARY  BENTSEN:   The  Administration's  budget  request 
for  EAI  debt  reduction  reflects  a  strong  interest  in 
continuing  the  trade,  investment,  and  debt  elements  of 
the  Enterprise  for  the  Americas  Initiative,  while  living 
within  tight  FY94  budget  constraints. 

The  $38.4  million  requested  for  EAI  debt  reduction 
in  FY94  will  be  targeted  on  lower-income  countries  with 
heavy  debts  to  bilateral  official  creditors  to  maximize 
the  impact  of  limited  funds.   Expected  debt  reduction 
could  eliminate  more  than  $170  million  in  obligations  and 
also  generate  over  the  next  several  years  more  than  $54 
million  in  local  funds  for  the  environment  and  child 
survival  and  development. 

The  Administration's  proposal  for  special  debt 
relief  for  the  poorest  countries  would  enable  the  United 
States  to  join  the  rest  of  the  international  community  in 
reducing  non-concessional  debts  of  the  poorest  countries, 
particularly  those  in  Sub-Saharan  Africa.   The 
Administration  is  requesting  $7  million  annually  for 
fiscal  years  1994-1996,  for  a  total  of  $21  million,  to 
support  this  program. 

The  debt  reduction  would  be  undertaken  in  concert 
with  other  Paris  Club  creditors  to  ensure  that  debtor 
countries  are  implementing  economic  reform  programs  with 
the  International  Monetary  Fund.   During  fiscal  years 
1994  and  1995,  implementation  of  this  proposal  could 
benefit  18  of  the  poorest  countries,  most  in  Sub-Saharan 
Africa. 

IDA  10  REPLENISHMENT  -  INFORMATION  DISCLOSURE 

SENATOR  LEAHY:  Mr.  Secretary,  the  World  Bank  is  drafting 
a  new  policy  on  the  disclosure  of  information  about  its 
activities.   I  believe  that  the  Bank  should  specify  which 
categories  of  documents  are  entitled  to  confidentiality, 
and  all  other  information  should  be  available  to  the 
public. 

Do  you  agree  that  only  documents  that  are 
legitimately  entitled  to  confidentiality  should  be  kept 
from  public  view?   Will  you  have  a  top  official  in  your 
Department  weigh  in  on  this  so  the  Bank  knows  that  this 
is  a  priority  for  the  United  States? 

SECRETARY  BENTSEN:   This  issue  is  currently  under 
consultation  at  the  World  Bank  and  is  receiving  active 
high  level  Treasury  Department  attention.   We  are  working 
hard  for  a  more  open  information  policy  at  the  World  Bank 
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and  the  regional  development  banks.   We  want  these 
institutions  to  be  more  accountable  to  the  public.   We 
also  believe  that  transparency  and  openness  will  improve 
the  operations  of  the  banks.   The  institutions  and  other 
member  countries  are  well  aware  of  both  the 
Administration's  position  on  this  issue,  and  the 
importance  we  attach  to  achieving  significant  progress. 

IDA  10  REPLENISHMENT  -  STRUCTURAL  ADJUSTMENT 

SENATOR  LEAHY:  Mr.  Secretary,  about  a  third  of  IDA  funds 
are  lent  to  governments  that  promise  to  adopt  major 
economic  reforms.   But  these  programs  have  resulted  in 
cuts  in  government  spending  for  education,  health  and 
other  social  needs,  and  currency  devaluations  that  can  be 
devastating  for  the  poor.   In  order  to  generate  foreign 
exchange,  incentives  are  given  to  the  export  sector, 
while  small  farmers  and  producers  are  ineligible  for 
credit. 

Has  the  Treasury  attempted  to  assess  the  impact  of 
structural  adjustment  programs  on  social  programs  and 
expenditures  in  affected  countries?   How  effective  has 
the  Enhanced  Structural  Adjustment  Facility  been  in 
alleviating  the  impact  of  structural  adjustment  programs 
aimed  at  the  poor. 

SECRETARY  BENTSEN:   The  Administration  is  very  concerned 
about  the  impact  of  structural  adjustment  programs  on  the 
poor.   Experience  has  demonstrated  that  policy  reforms 
promoting  efficient  resource  allocation  are  critical 
elements  of  effective  poverty  reduction  strategies. 
While  efficiently  implemented  adjustment  will  over  time 
improve  the  lives  of  the  poor,  it  is  important  that  the 
design  of  adjustment  operations  should  also  specifically 
take  account  of  their  initial  impact  on  the  poor  and, 
where  possible,  include  measures  —  such  as  restructuring 
public  expenditures  in  favor  of  primary  education  and 
basic  health  services  —  to  mitigate  this  impact.   We 
review  all  Bank  proposals  for  sector  and  structural 
adjustment  operations  in  this  light.   We  have  also  worked 
to  ensure  that  the  country  poverty  assessments  prepared 
for  Bank  borrowers  are  integrated  into  the  country 
assistance  strategies  that  are  considered  by  the 
Executive  Board. 

The  IMF's  Enhanced  Structural  Adjustment  Facility  is 
designed  to  support  comprehensive  reform  in  low-income 
countries  in  order  to  stimulate  sustainable  growth  and 
contribute  to  the  alleviation  of  poverty.   ESAF  programs 
attack  poverty  from  two  general  directions:  1)  through 
growth-oriented  policies  that  seek  to  provide  the  basis 
for  farmers,  workers,  and  producers  to  pursue  more 
productive  pursuits;  and  2)  by  supporting  efforts  to 
cushion  the  disadvantaged  from  the  short-term  side- 
effects  of  adjustment  (e.g.,  through  the  creation  of 
social  safety  nets) . 

Significant  and  enduring  reductions  of  poverty 
require  increases  in  employment  and  income  in  low-income 
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countries.  Establishing  higher  sustainable  levels  of 
growth  is  a  major  focus  of  ESAF  adjustment  assistance. 
Some  structural  reforms,  such  as  price  liberalization  and 
exchange  rate  reforms,  can  benefit  the  poor  directly. 
Farmers  in  the  Philippines,  Ghana,  and  other  countries, 
for  example,  have  increased  output  and  experienced  higher 
incomes  as  a  result  of  market-oriented  reforms  promoted 
by  the  IMF  and  World  Bank.   Moreover,  ESAF  efforts  to 
reduce  inflation  can  provide  additional  benefits  since 
the  poor  are  frequently  disproportionately  affected  by 
high  inflation. 

At  the  same  time,  dislocations  brought  about  by  the 
adjustment  process  entail  social  costs  which  must  be 
addressed.   ESAF  programs,  which  are  designed  by  the 
borrowing  country  with  the  collaboration  of  the  IMF  and 
World  Bank,  seek  to  compensate  for  these  costs  by 
promoting  measures  that  target  spending  toward  social 
services  for  the  poor.   Such  measures  have  included 
retraining  and  employment  programs,  increased  access  to 
health  care  and  education,  nutritional  programs,  income 
supplements,  and  other  actions  to  help  the  poor.   The 
incidence  of  such  social  measures  in  ESAF-supported 
programs  has  increased  substantially  in  recent  years. 
While  much  depends  ultimately  on  the  policy  commitment  of 
the  borrowing  country,  the  Fund's  active  encouragement  of 
these  efforts  appears  to  be  having  a  significant  impact. 
The  United  States  continues  to  promote  IMF  efforts  in 
this  regard. 

MDBS  -  MILITARY  EXPENDITURES 

SENATOR  LEAHY:  Mr.  Secretary,  while  American  taxpayers 
send  aid  to  the  developing  countries  through  our 
contributions  to  the  MDBs,  those  same  governments  spend 
an  estimated  $200  billion  annually  on  their  military 
forces,  far  more  than  what  they  receive  from  all  sources 
of  foreign  aid. 

Last  year.  Senator  Harkin  of  this  subcommittee 
called  on  the  Treasury  Department  to  put  pressure  on  the 
MDBS  to  limit  loans  to  governments  that  spend  excessive 
amounts  of  their  budgets  on  their  armed  forces.   I 
supported  his  efforts.   What  is  your  view  of  this  matter? 
Would  you  be  prepared  to  work  with  this  subcommittee  to 
develop  a  methodology  for  lining  MDB  lending  to  a 
country's  military  expenditures? 

SECRETARY  BENTSEN:   We  are  working  hard  to  reduce 
excessive  military  expenditure  by  encouraging 
multilateral  development  bank  efforts  to  maximize  the 
allocation  of  public  expenditures  for  development 
activities.   We  also  believe  it  important  that  the  issue 
be  pursued  as  a  multilateral  effort  by  the  donor 
community,  rather  than  a  unilateral  U.S.  initiative,  to 
ensure  it  has  the  broad  based  support  necessary  to 
generate  results. 

The  United  States  raised  the  issue  of  excessive 
military  expenditures  in  the  negotiations  conducted 
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throughout  1992  on  a  Tenth  Replenishment  of  the 
International  Development  Association  (IDA  10) .   The 
resulting  IDA  10  replenishment  agreement,  to  which  over 
thirty  donor  countries  are  parties,  specifically  noted 
the  importance  of  non-development  expenditures,  including 
military  expenditures,  being  reduced  to  the  maximum 
extent  feasible. 

The  agreement  asks  IDA  to  address  whether  adequate 
levels  of  development  expenditure  are  being  crowded  out 
by  large  or  rising  non-development  expenditures,  and  to 
take  up  this  question  with  the  concerned  governments 
whenever  appropriate.   IDA  is  also  urged  to  work  with  the 
International  Monetary  Fund  to  assist  governments  in 
providing  accurate  data  on  non-development  spending  in 
order  to  better  assess  the  adequacy  of  the  development 
budget.   IDA  will  include  the  results  of  its  reviews  of 
public  expenditures  in  its  country  assistance  strategy 
presentations  to  its  Executive  Board. 

We  will  be  seeking  similar  provisions  in  all  future 
replenishment  and/or  capital  increase  agreements  for  the 
regional  multilateral  development  banks. 

The  United  States  is  also  working  actively  with  its 
Organization  for  Economic  Cooperation  and  Development 
(OECD)  partners  to  increase  the  attention  the  Development 
Assistance  Committee  (DAC)  devotes  to  the  issue  of 
military  expenditures.   Progress  has  been  good,  and  the 
DAC  is  now  hoping  to  reach  agreement  on  a  set  of  common 
principles  by  the  end  of  the  year. 

AFRICAN  DEVELOPMENT  FUND 

SENATOR  LEAHY:   Mr.  Secretary,  you  are  requesting  $135 
million  for  the  African  Development  Fund. 

Last  year  we  were  told  by  Treasury  officials  that  it 
was  a  toss  up  whether  they  could  justify  continued  U.S. 
support  for  the  African  Development  Bank. 

We  have  tried  to  get  the  Bank's  attention.   We  have 
urged  it  to  focus  more  on  poverty,  on  the  environment,  on 
family  planning,  on  governance.   I  included  a  number  of 
specific  recommendations  on  the  African  Development  Bank 
in  the  Committee  report  accompanying  our  bill  last  year. 
Many  of  these  are  the  same  as  the  Treasury  Department  has 
been  pushing  for. 

Would  you  take  a  look  at  that  our  report  and  advise 
us  on  what  progress,  if  any,  the  African  [Development] 
Bank  has  made  in  any  of  these  areas? 

SECRETARY  BENTSEN:   The  Committee's  report  identified 
three  areas  in  which  further  progress  would  be  welcome: 
environment,  poverty  alleviation  and  population.   The 
African  Development  Fund's  Sixth  Replenishment  agreement, 
for  which  negotiations  concluded  in  February  1991, 
specifically  directed  Management  to  establish  coherent. 
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comprehensive  policies  and  strategies  in  these  areas  to 
support  environmentally  sustainable  development  and 
improved  living  standards  for  the  poor. 

Environment.   A  substantial  reason  for  the  African 
Development  Bank's  difficulty  in  making  more  rapid 
progress  on  the  environment  has  been  insufficient 
allocation  of  staff  resources  to  this  area.   In  1992, 
full-time  environmental  staffing  increased  by  seven  to  a 
total  of  eleven  staff  members  and  one-full-time 
consultant.   The  skills  rix  in  the  Environment  and  Social 
Policy  Division  now  encompasses  forestry,  socio-  and 
agro-environmentalism,  water  engineering,  geology, 
economics/statistics  and  law.   The  Bank  has  conducted 
training  seminars  for  all  operational  staff  and 
consultants  to  better  integrate  environmental 
considerations  into  the  project  cycle. 

In  terms  of  public  information  and  input,  the  AFDB 
has  initiated  a  newsletter  to  disseminate  more 
information  on  its  operational  activities.   AFDB 
management  has  been  solicitous  of  input  from  NGOs  and  has 
indicated  that  forthcoming  policy  papers  on  forestry  and 
energy  have  been  delayed  so  as  to  incorporate  specific 
NGO  comments. 

The  AFDB's  Environmental  Assessment  Guidelines, 
released  in  November  1992,  require  that  an  EIA  summary  be 
circulated  to  the  Executive  Directors  120  days  before  the 
Board  vote  for  any  project  which  would  have  what  the  Bank 
considers  to  be  significant  adverse  environmental 
impacts. 

The  AFDB  is  in  the  process  of  adopting  a  new  forest 
policy  and  has  a  study  underway  to  examine  the 
environmental  impact  of  agricultural  sector  adjustment, 
particularly  as  it  relates  to  forest  resources.   The  AFDB 
reports  placing  a  higher  priority  on  the  sustainability 
of  its  forestry-regulated  loans,  and  favors  forestry 
activities  in  rural  areas  that  contribute  to  local  income 
and  employment. 

AFDB  management  has  prepared  an  Energy  Policy  Paper 
which  will  soon  be  circulated  for  approval  by  the  Board 
of  Directors.   Management  reports  placing  higher  priority 
on  energy  conservation  and  efficiency,  and  developing 
renewable  energy  sources  such  as  cultivating  village 
firewood  lots  to  met  rural  energy  needs. 

Poverty  alleviation.   Poverty  alleviation  is  the  primary 
goal  of  the  African  Development  Fund.   Fund  operations  to 
improve  the  productive  capacity  of  the  poor,  through 
social  sector  projects  such  as  health  and  education,  have 
increased  both  in  size  and  as  a  share  of  total  AFDF 
operations.   In  1992  AFDF  social  sector  operations 
increased  to  $289  million  equivalent  or  26.3  percent  of 
total  loan  and  grant  approvals,  up  from  the  preceding 
year's  share  of  18.3  percent  ($204  million  equivalent  at 
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1992  exchange  rates) .   In  the  education  sub-sector, 
emphasis  continued  to  be  placed  on  basic  primary  and 
secondary  education,  and  technical  and  vocation 
education. 

More  broadly,  the  AFDB  Executive  Board  approved  a 
strategy  paper  on  poverty  alleviation  in  the  fall  of 
1992.   The  AFDB's  strategy  consists  of  an  integrated 
package  of  measures  comprising  support  for  an  enabling 
policy  environment,  key  sectoral  and  inter-sectoral 
priorities,  donor  coordination,  involvement  by  NGOs  and 
grassroots  groups,  targeting  the  poor,  beneficiary 
participation,  and  use  of  local  resources.   Detailed 
operational  guidelines  are  under  preparation  and  are  to 
be  finalized  in  1993.   Management  is  beginning  to  develop 
country  poverty  profiles  on  a  pilot  basis.   The  AFDB 
intends  to  use  the  profiles  to  improve  their  development 
of  country  strategies  and  to  better  design  projects 
targeting  the  poor. 

The  first  poverty  alleviation  project  was  approved 
by  the  Board  of  Directors  in  December  1992.   The  project 
focused  on  income-  and  employment-generating  micro- 
projects  in  Zambia. 

Population.   Management  held  a  seminar  on  population  and 
sustainable  development  at  the  1992  Annual  Meeting  in 
Dakar,  Senegal.   The  population  policy  and  action  plan, 
recently  adopted  by  the  Board  of  Directors,  seeks  to 
integrate  factors  of  population  growth  and  dominant 
cultural  values,  poverty  and  quality  of  life,  status  of 
women,  environment  and  natural  resources,  health  and 
education,  urbanization  and  migration.   Management  is 
also  developing  projects  which  would  provide  support  for 
reforestation,  health,  education  and  income-generating 
activities  for  the  refugees,  returnees  and  local 
populations  in  areas  affected  by  an  influx  of  refugees 
and  returnees. 

MDB  PROGRESS  IN  MEETING  CONGRESSIONAL  BENCHMARKS 

SENATOR  LEAHY:   Mr.  Secretary,  last  year  the  Congress 
included  specific  "benchmarks"  for  the  multilateral 
development  banks  in  such  areas  as  sustainable 
development,  forest  conservation,  forced  displacement  of 
population,  and  environmental  impact  assessment.   Our 
statutory  benchmarks  are,  in  effect,  targets  for  the  MDBs 
to  meet  by  mid-1994,  and  in  several  cases  would  simply 
require  the  World  Bank  to  comply  with  its  own  guidelines. 

The  Treasury  Department  was  to  report  to  the  Congress  by 
March  1,  1993  on  the  progress  being  made  by  the  MDBs  in 
meeting  these  benchmarks.   I  am  still  looking  forward  to 
receiving  that  report.   In  the  meantime,  can  you  give  me 
your  general  assessment  of  how  well  they  are  doing? 

SECRETARY  BENTSEN:   The  Treasury  Department  has  completed 
the  drafting  of  its  report  on  environment  and  the 
multilateral  development  banks.   The  report  is  currently 
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being  circulated  for  comment,  and  Treasury  will  deliver 
its  report  to  you  within  a  matter  of  weeks. 

The  report  deals  with  each  of  the  multilateral 
development  banks  separately,  and  as  such,  it  is 
difficult  to  summarize  how  the  banks  are  doing.   In 
general,  the  report  notes  that  each  of  the  banks  has  made 
progress  in  the  last  year  towards  meeting  the  benchmarks, 
although  room  for  improvement  is  evident. 

INTER-AMERICAN  DEVELOPMENT  BANK 

SENATOR  LEAHY:   Mr.  Secretary,  you  have  requested  $57 
million  in  paid-in  capital  for  the  Inter-American 
Development  Bank.   What  has  the  IDB  done  to  support 
environmental  clean-up  and  conservation  in  Mexico, 
especially  along  the  U.S. -Mexican  border? 

SECRETARY  BENTSEN:   In  the  past  few  years,  the  Inter- 
American  Development  Bank  (IDB)  has  significantly 
increased  its  lending  and  technical  assistance  for 
environmental  projects.   This  comes  partially  as  a 
consequence  of  U.S.  urging  in  the  context  of  the  Bank's 
Seventh  Capital  Replenishment  negotiations  (1990) . 

In  1992,  the  Bank  approved  ten  loans  totalling  $1 
billion  that  were  designed  either  to  benefit  the 
environment  or  to  ensure  conservation  and  management  of 
natural  resources.   Several  projects  were  approved  to 
improve  the  urban  environment,  including  an  ecological 
conservation  project  in  Mexico  City  and  water  and 
sanitation  projects  in  Brazil,  Mexico,  Nicaragua  and 
Guatemala. 

In  addition  to  loans,  the  Bank  approved  several 
technical  cooperation  agreements  to  strengthen 
environmental  institutions  in  the  Latin  American  and 
Caribbean  region.   The  goal  of  these  operations  is  to 
strengthen  the  national  capacity  to  manage  environmental 
matters,  particularly  by  increasing  the  capability  to 
perform  environmental  impact  assessments  for  prospective 
development  projects. 

In  Mexico,  two  of  the  three  IDB  loans  made  in  1992 
were  for  environmental  projects.   In  one  project 
cofinanced  by  the  World  Bank,  IDB  financing  was  aimed  at 
improving  the  quality  and  coverage  of  potable  water 
supply  and  sewerage  treatment  throughout  the  country. 
The  other  operation,  which  involved  a  debt-repurchase 
mechanism,  has  as  its  goal  the  preservation  and 
restoration  of  two  ecological  zones  in  the  Mexico  City 
metropolitan  area. 

Since  1961,  the  IDB  has  invested  almost  $1.1  billion 
in  environmental  and  public  health  projects  in  Mexico. 
In  1990,  the  Bank  provided  a  loan  to  increase  water 
supplies  for  metropolitan  Monterrey  and  improve  its 
sewerage  system,  addressing  the  soil  and  water  pollution 
that  was  an  increasing  problem  for  the  area.   A  similar 
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loan  is  in  place  for  Tijuana.   Other,  country-wide  loans 
—  which  will  have  positive  impact  on  border  regions  — 
are  aimed  at  improving  irrigation  and  rural  roads. 

SENATOR  LEAHY:   What  percentage  of  procurement  contracts 
associated  with  IDB-financed  projects  has  been  awarded  to 
U.S.  companies  in  recent  years,  and  how  does  this  compare 
with  the  percentage  awarded  to  our  competitors? 

SECRETARY  BENTSEN:   In  recent  years,  the  U.S.  share  of 
IDE  procurement  has  increased,  and  is  now  nearing 
historical  average  levels.   In  1988-89,  U.S.  procurement 
disbursements  averaged  10.3  per  cent;  by  1991-92,  this 
had  more  than  doubled  to  21.9  percent.   The  cumulative 
average  U.S.  share  is  23  per  cent. 

These  levels  are  considerably  higher  than  our  major 
(G-7)   trading  partners;  the  cumulative  average  (1961- 
1992)  for  the  other  G-7  countries  is  21.4  percent.   As 
disbursements  to  non-borrowing  members  of  the  Bank  have 
averaged  51  percent  of  total  disbursements,  the  U.S. 
share  is  nearly  half  of  that  figure. 

6EF 

SENATOR  LEAHY:   Mr.  Secretary,  you  have  requested  $30 
million  for  the  Global  Environment  Facility.   US  law 
require  that  the  GEF  and  the  World  Bank  adopt  certain 
reforms  in  order  for  the  FY  93  contribution  for  the  GEF 
to  be  released.   I  would  like  to  see  the  US  support  the 
GEF,  but  not  unless  the  conditions  are  met.   What  is 
Treasury  doing  to  pressure  the  World  Bank  to  adopt  these 
reforms?   Are  our  strong  feelings  about  these  reforms 
being  conveyed  by  Treasury  at  the  highest  levels? 

SECRETARY  BENTSEN:   The  Treasury  Department  has  been 
actively  lobbying  the  World  Bank,  the  GEF  and  other 
Participants  to  agree  to  structure  the  GEF  so  that  the 
Congressional  conditions  from  the  FY  93  law  will  be 
adhered  to.   To  date,  representatives  of  the  Treasury 
have  had  numerous  meetings  with  the  GEF  Chairman  and 
Administrator,  and  the  Bank's  own  legal  advisors. 
Treasury  led  the  U.S.  delegation  to  the  recent  GEF 
meeting  in  Beijing,  China,  where  we  also  advocated  a  new 
U.S.  position  towards  the  GEF  which  explicitly 
incorporates  the  Congressional  conditions. 

ASIAN  DEVELOPMENT  FUND 

SENATOR  LEAHY:  Mr.  Secretary,  what  percentage  of 
procurement  contracts  associated  with  Asian  Development 
Fund  (ADF)  financed  projects  has  been  awarded  to  U.S. 
companies  in  recent  years,  and  how  does  this  compare  to 
Japan  and  our  other  competitors? 

SECRETARY  BENTSEN:   In  1991  and  1992,  Asian  Development 
Fund  contract  awards  totalled  $972  million  and  $1055 
million  respectively.   In  those  years,  the  United  States 
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received  10.9  percent  and  6.0  percent  of  contract  awards; 
Japan  received  7.2  percent  and  5.0  percent. 

In  1991,  Pakistan  received  the  largest  percentage  of 
contract  awards  with  12.4  percent,  followed  by  Singapore 
(11.0),  the  United  States  (10.9),  Bangladesh  (9.0),  Japan 
(7.2),  Korea  (6.5),  Sri  Lanka  (5.2),  Philippines  (4.1), 
China  (4.0),  Indonesia  (3.0),  United  Kingdom  (3.0),  India 
(2.6),  and  Switzerland  (2.4). 

In  1992,  the  rank  order  of  ADF  contract  awards  was 
Pakistan  (15.0),  Bangladesh  (14.8),  Philippines  (7.6), 
Sri  Lanka  (6.1),  United  States  (6.0),  Indonesia  (6.0), 
Japan  (5.0),  Singapore  (4.9),  Germany  (4.5),  Australia 
(2.7),  Korea  (2.5),  Vietnam  (2.5),  and  the  United  Kingdom 
(2.3)  . 

SENATOR  LEAHY:   Several  changes  in  policies  and  programs 
were  negotiated  by  the  previous  Administration  in 
connection  with  the  Fifth  Replenishment  of  the  ADF, 
including  that  the  ADB  will  stress  efficiency  and 
conservation  in  the  energy  sector,  and  hire  environmental 
staff  experts.   Was  there  any  specific  target  agreed  to 
for  the  amount  of  lending  for  energy  efficiency  and 
conservation,  or  for  the  number  of  environmental  experts 
to  be  hired? 

SECRETARY  BENTSEN:   There  were  no  specific  targets  agreed 
to  in  the  replenishment  on  lending  to  specific  sectors. 
Rather,  the  agreement  established  broad  priorities  for 
ADF  lending.   However,  donors  did  specifically  ask  the 
Bank  to  increase  environmental  lending  and  stressed  the 
importance  of  efficiency  and  conservation  in  the  energy 
sector,  noting  that  investments  in  energy  efficiency  and 
conservation  were  often  more  cost-effective  than  those  in 
new  generating  capacity.   Donors  also  asked  the  Bank 
encourage  end-use  efficiency,  and  energy  projects  based 
on  integrated  least-cost  alternatives.   The  agreement 
also  emphasized  that  progress  on  environmental  reform 
will  require  significant  strengthening  of  the 
environmental  expertise  in  the  Bank's  permanent  staff. 


SENATOR  LEAHY:   Was  there  any  commitment  to  suspend 
support,  direct  or  indirect,  of  commercial  timber 
operations? 

SECRETARY  BENTSEN:   The  Bank  does  not  support  commercial 
logging  operations.   In  the  replenishment  agreement, 
donors  urged  the  Bank  to  expand  support  to  the  forestry 
sector,  particularly  for  the  protection  of  tropical 
forest  resources.   The  agreement  called  for  greater 
emphasis  to  be  given  to  (i)  the  conservation  of  forest 
areas  and  protection  of  biological  diversity;  and  (ii) 
improving  agricultural  and  land  use  policies  of 
developing  member  countries,  and  evolving  other  relevant 
national  strategies  that  would  be  in  harmony  with  sound 
forest  management  practices. 
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In  addition,  the  United  States  requested  the  Bank 
revise  its  forestry  policy,  focussing  on  protection  and 
conservation  of  forest  areas  and  institutional 
strengthening  of  forestry  agencies.   The  Bank  is  moving 
in  that  direction  and  has  processed  a  number  of  loans 
including  park  protection  and  creation  of  buffer  zones 
between  parks  and  populated  areas. 

SENATOR  LEAHY:   Was  there  any  agreement  on  the  percentage 
of  lending  for  poverty  alleviation  programs? 

SECRETARY  BENTSEN:   In  the  agreement  donors  said  they 
want  to  see  a  significant  increase  in  the  bank's  social 
sector  investments,  a  stronger  focus  on  poverty  aspects 
in  conventional  projects,  as  well  as  direct  poverty 
reduction  projects.   Donors  requested  that  the  Bank  give 
greater  weight  to  poverty  concerns  in  all  its  operations, 
through  projects  that  directly  aim  at  poverty  reduction 
and,  in  particular,  through  integrating  poverty  concerns 
into  traditional  projects.   The  Bank  was  encouraged  to 
promote  appropriate  strategies  for  poverty  reduction  with 
developing  member  countries.   The  agreement  also  stressed 
that  the  Bank's  lending  program  and  strategies  should 
address  the  issue  of  protecting  the  poor  from  the  adverse 
impact  of  the  adjustment  process  or  strengthening  their 
economic  position  through  adjustment. 

SENATOR  LEAHY:   Was  there  any  target  for  funding  for 
family  planning,  or  any  commitment  to  at  least  increase 
support  for  family  planning? 

SECRETARY  BENTSEN:   The  agreement  does  not  target  funding 
in  any  specific  area,  however,  it  does  discuss  the 
importance  donors  place  on  expanding  assistance  for 
population  activities.   Priority  areas  for  Bank  support 
that  were  agreed  to  include:   family  planning  and 
maternal-child  health  care  programs,  informat ion- 
education-communication,  research  in  contraceptive 
methods,  demographic  analysis,  and  training. 

SENATOR  LEAHY:   Was  there  any  commitment  that  the  ADB 
will  reform  its  information  disclosure  policies  to  permit 
greater  public  access  to  information  about  ADF-funded 
projects  throughout  the  project  cycle? 

SECRETARY  BENTSEN:   Donors  emphasized  the  importance  for 
participation  by  affected  groups  and  local  non- 
governmental organizations  (NGOs)  in  the  environmental 
impact  assessment  process.   They  urged  that,  for  all 
projects  having  a  significant  impact  on  the  environment, 
copies  of  Environmental  Impact  Assessments,  or 
comprehensive  summaries  of  them,  be  released  to  such 
participating  groups  and  relevant  local  NGOs. 

Since  the  time  the  agreement  was  negotiated 
(December  1991) ,  the  Bank  has  also  agreed  to  provide 
environmental  material  to  NGOs  and  affected  groups 
through  libraries  in  its  developing  member  countries. 
Further,  it  has  made  the  environmental  categories  of  all 
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Bank  projects  publicly  available,  by  publishing  the 
categories  in  its  monthly  operation  pipeline  (which  shows 
the  Bank  pipeline  for  the  coming  two  year  period) . 

SENATOR  LEAHY:   Was  there  any  agreement  that  to  receive 
ADF  funding  countries  will  be  assessed  in  terms  of  the 
portion  of  their  national  budgets  devoted  to  military 
expenditures,  versus  expenditures  for  the  social  sector? 

SECRETARY  BENTSEN:   There  is  no  specific  discussion  in 
the  replenishment  agreement  about  the  portion  of  national 
budgets  devoted  to  military  expenditures.   However,  the 
agreement  does  note  that  development,  including  economic 
growth  and  poverty  reduction,  is  fostered  by 
participatory  and  democratic  frameworks  where  the 
productive  energies  of  people  find  legitimate  expression. 
It  also  notes  that  there  is  a  vital  connection  between 
sound  and  responsive  systems  of  public  administration  and 
the  effective  and  equitable  operation  of  the  economy. 
Donors  agreed  that  all  levels  of  government  should  be 
characterized  by  good  administration  which  efficiently 
provides  necessary  financial  and  human  resources  to 
development. 

NARMADA 

SENATOR  LEAHY:   Mr.  Secretary,  the  World  Bank  announced 
that  it  would  no  longer  finance  Narmada  Dam  project  in 
India.   But  the  World  Bank  is  lending  money  to  India  for 
other  sectors,  and  has  not  said  that  these  funds  could 
not  be  used  for  Narmada. 

What  is  to  prevent  India  from  diverting  World  Bank 
sector  lending  to  the  Narmada  project?  Can  these  funds 
be  adequately  monitored  to  ensure  they  are  not  used  for 
Narmada?  Would  the  Treasury  Department  ask  the  World 
bank  to  publicly  state  that  no  World  Bank  money  will  be 
used  for  Narmada? 

SECRETARY  BENTSEN:   The  Bank  is  preparing  sector 
adjustment  loans  in  support  of  Indian  Government  reforms 
in,  for  example,  the  financial  and  trade  sectors.   The 
Bank's  willingness  to  move  ahead  with  loans  of  this  type 
is  in  direct  response  to  the  very  far  reaching  program  of 
economic  liberalization  being  pursued  by  India's  current 
reform-minded  government.   The  United  States  and  the 
World  Bank  have  welcomed  India's  efforts  to  undertake 
economic  adjustment  and  reform,  which  we  believe  will 
improve  the  quality  of  life  for  India's  people  over  the 
coming  years.   The  United  States  also  welcomes  World  Bank 
efforts  to  use  adjustment  lending  to  help  support  these 
reform  efforts. 

The  Bank's  sector  loans  will  be  tied  explicitly  to 
Indian  government  implementation  of  agreed  actions  under 
an  agreed  timetable,  with  disbursements  made  against 
specifically  documented  purchases.   There  is  inevitably 
an  element  of  fungibility  in  the  case  of  sector  loans. 
However,  implementation  of  any  sector  loan  is  the  subject 
of  a  close  and  continuing  dialogue  between  the  Bank  and 
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the  borrower  on  the  borrower's  adherence  to  the  specific 
conditions  of  the  loan. 

It  also  important  to  keep  the  Narmada  funding  issue 
in  perspective.   The  total  cost  for  the  project  is 
estimated  in  the  $3  to  3.5  billion  range  while  the 
cancelled  World  Bank  funding  amounted  to  about  $170 
million.   The  Indian  government,  at  both  the  State  and 
Federal  levels,  has  always  assumed  responsibility  for 
securing  the  vast  majority  of  the  necessary  financing. 
Our  expectation  is  that  if  the  project  completion  work 
goes  ahead,  as  the  government  intends,  internal  financing 
will  be  tapped  to  make  up  for  the  cancelled  Bank  funds, 

SENATOR  HARKIN:   Have  you  instructed  our  executive 
directors  to  each  international  financial  institution  in 
manner  expressed  by  the  conferees?   Could  you  indicate 
the  Administration's  policy  regarding  the  use  of  our 
voice  and  vote  in  the  multilateral  banks  to  encourage 
developing  countries  to  reduce  military  expenditures  and 
increase  expenditures  on  health  and  education?   Or,  could 
you  indicate  any  actions  the  Administration  has  already 
taken  along  these  lines?   Will  the  Administration  use  our 
leverage  at  the  multilateral  development  banks  to 
encourage  developing  countries  to  participate  in  the 
United  Nations  standardized  military  expenditure 
reporting  system  in  order  to  achieve  greater  transparency 
of  military  expenditures  and  accountability  by  the 
governments  of  Third  World  countries?   Should  the  United 
States  condition  assistance  on  the  provision  of  accurate 
data  on  military  expenditures?   Should  the  World  Bank  set 
target  levels  for  expenditures  on  primary  education  and 
basic  health  care  prior  to  approving  a  country  plan? 
Should  the  World  Bank  and  regional  development  banks 
expand  their  assistance  to  countries  undergoing 
demobilization  and  provide  other  nations  with  technical 
assistance  to  develop  demobilization  plans  in  conjunction 
with  job  creation  programs? 

SECRETARY  BENTSEN:   The  Treasury  Department  and  our 
Executive  Directors  are  working  hard  to  reduce  excessive 
military  expenditure  by  encouraging  multilateral 
development  bank  efforts  to  maximize  the  allocation  of 
public  expenditures  for  development  activities. 

The  United  States  also  raised  the  issue  of  excessive 
military  expenditures  in  the  negotiations  conducted 
throughout  1992  on  a  Tenth  Replenishment  of  the 
International  Development  Association  (IDA  10) .   The 
resulting  IDA  10  replenishment  agreement,  to  which  over 
thirty  donor  countries  are  parties,  specifically  noted 
the  importance  of  non-development  expenditures,  including 
military  expenditures,  being  reduced  to  the  maximum 
extent  feasible.   The  agreement  asks  IDA  to  address 
whether  adequate  levels  of  development  expenditure  are 
being  crowded  out  by  large  or  rising  non-development 
expenditures,  and  to  take  up  this  question  with  the 
concerned  governments  whenever  appropriate.   IDA  is  also 
urged  to  work  with  the  International  Monetary  Fund  to 
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assist  governments  in  providing  accurate  data  on  non- 
development  spending  in  order  to  better  assess  the 
adequacy  of  the  development  budget.   IDA  will  include  the 
results  of  its  reviews  of  public  expenditures  in  its 
country  assistance  strategy  presentations  to  its 
Executive  Board. 

We  will  be  seeking  similar  provisions  in  all  future 
replenishment  and/or  capital  increase  agreements  for  the 
regional  multilateral  development  banks.   The  United 
States  is  also  working  actively  with  its  Organization  for 
Economic  Cooperation  and  Development  (OECD)  partners  to 
increase  the  attention  the  Development  Assistance 
Committee  (DAC)  devotes  to  the  issue  of  military 
expenditures.   Progress  has  been  good,  and  the  DAC  is  now 
hoping  to  reach  agreement  on  a  set  of  common  principles 
by  the  end  of  the  year. 

Strengthened  economic  opportunity  for  the  poor  with 
greater  access  to  social  services,  including  primary 
health  care  and  basic  education,  is  also  a  major  element 
of  the  Administration's  development  agenda.   We  also 
support  a  much  stronger  focus  on  the  key  area  of 
population. 

The  World  Bank  is  preparing  country  poverty 
assessments  for  its  borrowers.   These  will  be  integrated 
into  the  country  assistance  strategies  which  are 
considered  by  the  Executive  Board.   While  poverty 
reduction  must  be  the  fundamental  consideration  of  all 
lending  strategies,  the  appropriate  emphasis  to  be 
specifically  placed  on  primary  education  and  basic  health 
care,  as  well  as  military  demobilization,  will  vary  among 
countries.   Overall,  however,  we  are  encouraging  a 
significant  increase  in  social  sector  lending  by  the 
multilateral  development  banks. 

SENATOR  HARKIN:   Will  the  U.S.  taxpayer  be  reimbursed  for 
any  U.S.  tax  dollars  that  might  have  been  spent  on  the 
EBRD's  extravagances? 

SECRETARY  BENTSEN:   I,  too,  am  distressed  over  reports  of 
extravagant  spending  by  the  management  of  the  European 
Bank  for  Reconstruction  and  Development  (EBRD) .   We 
expect  that  monies  entrusted  to  international  financial 
institutions  be  used  wisely,  not  wastefully. 

The  United  States  is  working  with  other  member 
governments  and  Bank  management  to  ensure  there  are 
tighter  controls  over  the  Bank's  expenditures  and  budget 
process.   Several  steps  are  underway: 

o    The  Bank's  Audit  Committee  is  undertaking,  with  the 
help  of  an  independent  outside  auditor,  a  full 
inquiry  into  the  Bank's  operating  expenses,  budget 
process,  and  the  outfitting  of  the  Bank's 
headquarters.   The  Committee's  report  is  due  on  July 
15  and  will  be  made  available  to  the  public. 


394 


o    A  new  Budget  Director  is  being  recruited.   The  new 
Director  will  not  be  part  of  the  EBRD  President's 
cabinet. 

o    Other  reorganization  steps  are  being  considered  to 
improve  the  Bank's  effectiveness.   One  idea  is  to 
create  a  "CEO"  position  with  responsibility  for  day- 
to-day  management  of  the  Bank's  overall  operations. 
At  present,  such  responsibility  is  divided  among 
several  positions. 

The  United  States  is  exerting  the  utmost  efforts  to 
expose  all  of  the  facts  and  ensure  that  appropriate 
action  is  taken  in  light  of  them.   On  June  25,  1993, 
Mr.  Attali  announced  his  resignation  and  member  countries 
will  now  be  searching  for  a  replacement  who  will  restore 
confidence  in  the  bank. 

SENATOR  HARKIN:   Does  the  Treasury  intend  to  conduct  an 
investigation  of  the  other  international  financial 
institutions  --  to  ensure  that  U.S.  taxpayers  dollars  are 
not  being  spent  wantonly  on  decadent  lifestyles? 

SECRETARY  BENTSEN:   We  are  maintaining  a  continuing 
oversight  of  budgetary  expenditures  in  all  of  the 
multilateral  development  banks.   Improving  the  control  of 
administrative  costs  within  these  institutions  is  a  very 
high  priority  for  all  of  us  within  Treasury  and  it  will 
be  one  of  the  first  and  most  important  tasks  assigned  to 
the  new  U.S.  Executive  Directors  of  the  banks  when  they 
are  appointed. 

I  plan  to  raise  this  issue  with  other  ministers  at  a 
meeting  of  the  Development  Committee  that  is  scheduled  to 
take  place  here  in  Washington  this  coming  week-end.   All 
members  of  the  multilateral  development  banks  need  to 
have  greater  assurance  that  prudence  is  being  exercised 
in  administrative  costs  in  a  number  of  different  areas 
including  salaries,  travel,  benefits  and  facilities.   I 
am  hopeful  that  other  countries  will  see  their  way  clear 
to  agree  with  our  position  on  this  matter  and  follow  our 
lead. 

I  have  also  asked  my  staff  at  Treasury  to  prepare  an 
official  letter  from  me  to  the  President  of  the  World 
Bank,  outlining  our  concerns  on  this  issue  and  advising 
him  of  the  need  for  the  Bank  to  set  a  better  example  in 
this  area. 

SENATOR  HARKIN:   Has  the  Administration  taken  a  position 
as  to  what  percentage  of  the  Eighth  Replenishment  [will] 
be  used  for  social  sector  lending?   I  recommend  that  at 
least  50%  of  the  Eighth  Replenishment  be  dedicated  for 
social  sector  lending.   I  believe  that  among  the  other 
benefits  to  the  United  States  that  would  come  from 
raising  the  standard  of  living  in  Latin  America,  we  would 
also  help  avoid  social  dumping  by  business  and  social 
competition  among  workers  as  we  pursue  free  trade 
agreements  in  the  hemisphere. 
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SECRETARY  BENTSEN:   The  United  States  presented  a  plan 
for  the  future  of  the  Bank  that  is  now  being  reviewed  by 
the  Clinton  Administration.   The  plan  was  developed  with 
a  view  towards  meeting  U.S.  Congressional  and 
internationally  agreed  upon  priorities  while  reducing  the 
budget  costs  to  donors.   It  called  for  a  dramatic  shift 
in  the  focus  of  IDB  to  allow  it  a  stronger  role  in 
advancing  broad-based  social  and  economic  advancement  in 
the  region. 

Among  the  many  specific  recommendations,  there  was  a 
call  for  social  sector  lending  to  constitute  fifty 
percent  of  the  Eighth  Replenishment.   There  appears  to  be 
a  growing  international  consensus  that  this  is  an 
appropriate  goal  for  the  Inter-American  Development  Bank. 

Pending  review  of  the  overall  Eighth  Replenishment 
proposal,  the  Clinton  Administration  particularly  wishes 
to  ensure  that  the  IDB  maintains  policy  reform  momentum 
in  the  region  while  strengthening  democracies;  expands 
opportunities  for  entrepreneurship,  fostering  broad 
social  and  economic  participation  among  the  poor;  and 
keeps  the  environment  as  an  essential  consideration.   In 
the  Replenishment,  we  will  seek  assurances  that  the  Bank 
will  be  able  to  increase  lending  in  the  social  sectors 
and  provide  greater  emphasis  on  investing  in  people  in  a 
cost  effective  and  efficient  manner. 

SENATOR  HARKIN:   Will  the  Administration  encourage  the 
IDB  to  place  tax  reform  and  tax  collection  efforts  in 
Latin  America  on  the  agenda?   As  you  know,  some  estimates 
of  tax  evasion  in  Latin  America  exceed  40%,  while  Latin 
America's  wealthy  still  maintain  substantial  holdings  in 
foreign  banks.   Why  should  the  U.S.  taxpayer  finance  a 
government  that  refuses  to  collect  taxes  from  its 
wealthy? 

SECRETARY  BENTSEN:   As  governance  issues  gain  increasing 
importance  in  the  economic  adjustment  process,  tax  reform 
and  collection  must  be  addressed.   Indeed,  tax  reform  and 
tax  collection  efforts  are  already  on  the  IDE's  agenda. 
The  Bank  currently  has  four  technical  assistance 
facilities  in  administration.   These  technical  assistance 
facilities  in  the  region  provide  not  only  advice  and 
expertise  in  tax  collection,  but  also  provide  education 
and  training  for  tax  officials  to  improve  operations  and 
administration.   Treasury's  Internal  Revenue  Service  has 
assisted  in  course  design  and  provides  training 
assistance  in  two  of  these  IDB-financed  programs. 

SENATOR  HARKIN:   Under  the  rubric  of  "good  governance," 
will  the  Administration  urge  the  IDB  to  condition  lending 
on  "democracy"  and  the  maintenance  of  democracy?   I 
believe  that  would  reinforce  the  central  tenet  of  the 
President's  foreign  policy  and  help  prevent  future 
military  coups.  (Senator  Harkin) 

SECRETARY  BENTSEN:   The  IDB,  as  well  as  the  other 
multilateral  development  banks,  advance  democracy 
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primarily  by  promoting  economic  and  social  progress  which 
reinforces  democratic  tendencies.   In  addition,  these 
institutions  specifically  address  the  complementary  issue 
of  governance  —  the  manner  in  which  authority  is 
exercised  in  the  management  of  a  country's  economic  and 
social  resources. 

Economic  development  requires  good  governance.   Good 
and  publicly  accountable  governance  fosters  strong  and 
equitable  development  and  is  integral  both  to  the 
effective  use  of  IDB  resources  and  its  central  mandate  to 
reduce  poverty.   In  contrast,  poor  governance  undermines 
economic  inefficiency  and  the  Bank's  ability  to  play  an 
effective  role  in  promoting  sustainable  growth  and 
poverty  reduction. 

Although  it  may  not  be  practicable  to  make 
"democracy"  an  explicit  goal  or  precondition  of  IDE- 
lending,  democracy  can  be  promoted  through  a  pro-active 
pursuit  of  those  aspects  of  good  governance  relevant  to 
economic  development,  including  the  accountability  of 
governments,  the  concepts  of  transparency  and  access  to 
information,  and  predictability  in  decision-making  and 
the  administration  of  laws. 

The  United  States  has  strongly  encouraged  the  IDB  to 
pursue  governance  issues  as  part  of  its  agenda.   Indeed, 
there  is  a  growing  international  consensus  on  this  issue, 
as  recently  reflected  in  the  Tenth  Replenishment  of  the 
International  Development  Agency  (IDA-10)  signed  in  late 
1992  by  more  than  thirty  donor  countries. 

SENATOR  HARKIN:   Will  the  Administration  encourage  the 
IDB  to  include  human  rights  and  worker  rights  criterion 
into  its  decision  making  procedures? 

SECRETARY  BENTSEN:   The  Inter-American  Development  Bank's 
Charter  requires  that  only  economic  considerations  be 
taken  into  account  in  loan  decisions.   At  the  same  time, 
we  believe  that  respect  for  human  rights  does  have 
important  long-term  implications  for  sustainable 
development.   Individual  initiative  flourishes  best  under 
conditions  of  both  free  enterprise  and  free  political 
expression.   The  Bank's  support  for  free  market  reforms 
and  reduced  state  intervention  in  economies  often 
strengthens  broader  efforts  to  support  democracy  and 
political  openness. 

SENATOR  HARKIN:   Does  the  Administration  intend  to 
encourage  the  IDB  to  develop  a  corporate  code  of  ethics 
that  companies  would  be  required  to  adhere  to  when  they 
use  the  Bank's  facilities  to  invest  in  Latin  America? 

SECRETARY  BENTSEN:   Ethics  violations  have  not  been  a 
particular  problem  with  the  Inter-American  Development 
Bank,  and  there  are  no  specific  plans  to  develop  a 
corporate  code  of  ethics.   All  Bank  contractors  must  meet 
certain  basic  eligibility  criteria  in  order  to  compete 
for  IDB  contracts  and  legal  criteria  and  procurement 
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conditions  are  written  into  every  loan.   Whenever  any 
allegations  or  complaints  do  arise,  they  are  iitimediately 
forwarded  to  the  Bank's  Auditor  General  for  a  prompt  and 
thorough  investigation. 

SENATOR  HARKIN:   What  percentage  of  the  Eighth 
Replenishment  does  the  Administration  intend  to  request 
for  sector  lending?   Does  the  Administration  intend  to 
encourage  the  IDB  to  use  sector  loans  for  the  areas  of 
health,  education  and  rural  development?   At  the  Seventh 
Replenishment  it  was  agreed  that  not  more  than  25%  or 
$5.1  billion  of  the  lending  program  would  be  used  for 
fast  disbursing  sector  loans.   As  you  know,  the  sector 
loans  of  the  Seventh  Replenishment  have  been  criticized 
by  Congress.   I  believe,  however,  the  criticism  was  more 
directed  at  how  the  instrument  was  used  rather  than  the 
instrument  itself.   For  example,  it  is  my  understanding 
that  no  part  of  the  IDB  sector  loan  resources  were  used 
to  encourage  reform  or  support  investment  in  the  health 
or  education  sectors.   It  seems  that  because  of  the 
flexible  use  that  sector  loans  permit,  they  could  be  a 
powerful  tool  for  financing  areas  such  as  health  and 
education.   Therefore,  I  would  like  to  see  sector  lending 
be  used  principally  to  support  investment  and  reform  in 
sectors  such  as  health,  education,  rural  development, 
including  land  tenure  reform  and  urban  development 
programs. 

SECRETARY  BENTSEN:   The  United  States  presented  a  plan 
for  the  future  of  the  Bank  that  is  now  being  reviewed  by 

the  Clinton  Administration.   The  plan  was  developed  with 
a  view  towards  meeting  U.S.  Congressional  and 
internationally  agreed  upon  priorities  while  reducing  the 
budget  costs  to  donors.   It  called  for  a  dramatic  shift 
in  the  focus  of  IDB  to  allow  it  a  stronger  role  in 
advancing  broad-based  social  and  economic  advancement  in 
the  region,  including  health,  education  and  rural  and 
urban  development. 

In  this  regard,  sector  lending  will  be  substantially 
reduced.   Bank  Management  has  proposed  a  fifteen  percent 
figure  for  sector  lending  in  the  Eighth  Replenishment. 
There  should  nevertheless  be  scope  for  increased  sector 
lending  to  promote  reforms  in  social  sectors  such  as 
health  education  in  those  countries  that  have  achieved  a 
degree  of  economic  stabilization. 

Pending  completion  of  the  policy  review  and 
conclusion  of  the  Eighth  Replenishment,  this 
Administration  particularly  wishes  to  ensure  that  the  IDB 
maintains  policy  reform  momentum  in  the  region  while 
strengthening  democracies;  expands  opportunities  for 
entrepreneurship,  fostering  broad  social  and  economic 
participation  among  the  poor;  and  keeps  the  environment 
as  an  essential  consideration.   In  this  Replenishment,  we 
will  seek  assurances  that  the  Bank  will  be  able  to 
achieve  these  difficult  objectives  in  a  cost  effective 
and  efficient  manner. 


398 


SENATOR  HARKIN:   One  last  point.   I  believe  we  need  more 
vigilance  at  the  [Inter-American  Development]  Bank  than 
we  had  under  the  last  Administration  in  order  to  promote 
our  direct  interests  when  it  comes  to  environmental 
lending.   For  example,  it  is  my  understanding  that  over 
the  last  three  years  Mexico  received  directly  from  the 
IDB  $2.1  billion  as  well  as  co-financing  from  the  World 
Bank  for  many  of  the  same  projects  for  a  total  of  $4.3 
billion. 

None  of  this  financing  was  targeted  at  the  border 
area  to  clean  up  pollution  resulting  from  dumping  toxic 
wastes  by  the  maquiladora  industries,  or  providing  basic 
services  such  as  sewerage  and  potable  water.   Now 
President  Salinas  has  indicated  that  as  part  of  NAFTA  he 
wants  a  special  fund,  financed  by  the  United  States,  for 
cleanup  of  the  border  area.   That  doesn't  make  sense  — 
why  didn't  we  encourage  the  Mexican  government  to  use  the 
$4.3  billion  in  financing  to  cleanup  the  border  area? 
Why  should  U.S.  taxpayers  be  asked  to  finance  a  special 
fund,  when  the  Mexican  government  obviously  gives  such 
low  priority  to  cleaning  up  the  border  area? 

SECRETARY  BENTSEN:   Since  1990,  the  IDB  has  significantly 
increased  its  lending  and  technical  assistance  for 
environmental  projects.   This  is  partially  a  consequence 
of  U.S.  urging  in  the  context  of  the  Bank's  Seventh 
Capital  Replenishment  negotiations.   In  1992,  the  Bank 
approved  ten  loans  totalling  $1  billion  that  were 
designed  either  to  benefit  the  environment  oi  to  ensure 
conservation  and  management  of  natural  resources. 

In  Mexico,  two  of  the  three  IDB  loans  made  in  1992 
were  for  environmental  projects.   One  project,  financed 
with  a  $200  million  IDB  loan  and  cofinanced  with  $300 
million  from  the  World  Bank,  aimed  at  improving  the 
quality  and  coverage  of  potable  water  supply  and  sewerage 
treatment  throughout  the  country.   The  other  operation, 
which  involved  a  $100  million  IDB  loan  and  involved  a 
debt-repurchase  mechanism,  has  as  its  goal  the 
preservation  and  restoration  of  two  ecological  zones  in 
the  Mexico  City  metropolitan  area. 

In  1990,  the  Bank  provided  a  $325  million  loan  to 
increase  water  supplies  for  metropolitan  Monterrey  and 
improve  its  sewerage  system,  addressing  the  soil  and 
water  pollution  that  was  an  increasing  problem  for  this 
area  near  the  border  with  Texas.   Another  loan  is  in 
administration  to  improve  the  potable  water  supply  and 
sewerage  in  Tijuana,  along  the  U. S . -Calif ornia  border. 

In  the  past  three  years,  Mexico  has  received  nine 
loans  from  the  IDB  totalling  $2,155  billion.   Since  1961, 
the  IDB  has  invested  almost  $1.1  billion  for 
environmental  and  public  health  projects  in  Mexico. 
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SUBCOMMITTEE  RECESS 


Senator  Leahy.  The  subcommittee  will  stand  in  recess  until  2 
p.m.,  Wednesday,  May  12,  when  we  will  hear  from  the  Honorable 
Lynn  E.  Davis,  Under  Secretary  of  State  for  International  Security 
Affairs. 

[Whereupon,  at  11:48  a.m.,  Tuesday,  April  27,  the  subcommittee 
was  recessed,  to  reconvene  at  2  p.m.,  Wednesday,  May  12.] 
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FOREIGN  OPERATIONS,  EXPORT  FINANCING, 
AND  RELATED  PROGRAMS  APPROPRIA- 
TIONS FOR  FISCAL  YEAR  1994 


WEDNESDAY,  MAY  12,  1993 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  2:05  p.m.,  in  room  SD-136,  Dirksen 
Senate  Office  Building,  Hon.  Patrick  J.  Leahy  (chairman)  presid- 
ing. 

Present:  Senators  Leahy,  Lautenberg,  Feinstein,  McConnell, 
Nickles,  and  Mack. 

DEPARTMENT  OF  STATE 

Office  of  the  Under  Secretary  for  International  Security 

Affairs 

statement  of  lynn  e.  davis,  under  secretary 

opening  remarks  of  senator  patrick  j.  leahy 

Senator  Leahy.  Grood  afternoon. 

Today,  we  welcome  Lynn  Davis,  who  is  the  Under  Secretary  of 
State  for  International  Security  Affairs.  Secretary  Davis,  I  have  en- 
joyed the  conversations  I  have  had  with  you  already  in  preparation 
for  this.  And  I  think  the  administration  made  a  wise  choice  putting 
you  in  the  position  you  are  in.  You  come  to  this  job  at  an  exciting 
time,  with  the  cold  war  behind  us.  I  think  it  is  time  to  rethink  our 
security  assistance  program. 

I  have  discussed  this  many  times  on  the  floor  of  the  Senate,  that 
we  have  had  a  security  assistance  program  built  up  primarily  on 
cold  war  reactions,  and  now  it  is  time  to  look  to  the  future.  Because 
throughout  the  cold  war  we  gave  billions  of  dollars  to  countries 
that  were  anti-Communist,  or  claimed  to  be,  often  ignoring  that 
they  were  also  antidemocratic.  At  the  same  time,  the  Soviet  Union 
was  out  bankrolling  its  Marxist  allies,  doing  its  part  for  the  cold 
war. 

So,  when  the  Russians  installed  a  puppet  government  in  Afghan- 
istan, we  jumped  in  and  aided  the  Afghan  rebels,  who  are  now 
fighting  among  themselves,  and  quite  possibly  selling  our  Stinger 
missiles  to  Iran.  In  fact,  there  is  probably  not  a  terrorist  group  or 
a  wannabe  terrorist  group  today  with  any  kind  of  money  that  is 
unable  to  go  out  and  buy  a  Stinger  missile  produced  here  in  the 
United  States  and  supplied  as  part  of  that  cold  war  challenge.  And 
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now  we  face  the  possibility  of  them  being  turned  against  us  by  ter- 
rorist activity. 

And  of  course,  when  Russia  supported  the  Sandinistas,  we  moved 
right  on  in  and  we  funded  the  Contras.  We  were  not  about  to  have 
Nicaragua  march  on  Texas,  even  though  I  think  the  Texas  National 
Guard  could  have  handled  it. 

And  when  the  Cubans  went  to  Angola  to  support  the  Marxist 
government,  we  jumped  in  again  and  we  sent  weapons  to  Jonas 
Zavimbi  and  Zaire's  clepto-autocrat,  President  Mobutu. 

In  Somalia,  first  it  was  the  Russians  who  supported  the  govern- 
ment with  guns  and  tanks.  When  they  seemed  to  run  out  of  money 
for  them  Siad  Barre  switched  sides  and  found  a  new  supplier — the 
United  States.  So  we  sent  weapons. 

And  of  course,  today,  we  are  spending  hundreds  of  millions  of 
dollars  and  some  American  lives  to  stop  the  Somalis  from  slaugh- 
tering themselves  with  the  guns  that  we  and  the  Russians  gave 
them. 

El  Salvador  is  a  classic  example.  The  Russians  supported  the 
Sandinistas  and  Cubans  who  aided  the  FMLN,  while  we  sank  $6 
billion  into  that  tiny  country,  smaller  than  the  State  of  Massachu- 
setts. We  built  a  ruthless  and  undisciplined  army  up  from  12,000 
to  58,000,  and  over  70,000  people  died.  And  now  we  are  paying  to 
rebuild  El  Salvador  and  are  retraining  the  FMLN  guerrillas. 

I  could  go  on  with  all  these  examples,  but  I  am  sure  you  get  the 
point  I  am  making. 

I  think  it  is  also  why  the  American  people  have  become  so  cyni- 
cal about  foreign  aid.  And  it  is  unfortunate,  because  of  all  the  mis- 
takes made  in  the  use  of  foreign  aid  in  the  past,  the  cynicism  arises 
and  overlooks  the  fact  that  there  are  circumstances  when  it  is  in 
our  national  interest  to  provide  military  aid  to  allies  and  friends 
who  face  genuine  security  threats. 

But  with  the  cold  war  behind  us,  I  think  we  have  to  redefine 
what  those  threats  are  and  what  our  national  security  interest  is, 
and  where  our  priorities  are.  We  should  support  governments  that 
are  democratic,  where  the  armed  forces  stay  out  of  politics,  where 
human  rights  are  protected,  and  where  security  needs  are  real,  not 
simply  a  toy  to  keep  soldiers  occupied. 

For  the  first  time  in  recent  memory,  the  administration  is  re- 
questing a  cut  in  military  aid,  and  I  applaud  you  for  that.  It  is  con- 
sistent with  the  trend  that  I  and  Chairman  Obey  in  the  House 
have  set.  But  I  think  it  also  reflects  a  changed  world  and  budget 
realities. 

The  questions  I  will  go  into  covers  a  number  of  issues.  Just  to 
give  you  kind  of  a  heads  up:  For  years,  the  primary  rationale  for 
much  of  our  military  aid  was  the  Soviet  threat.  I  want  to  know 
what  the  post-cold  war  rationale  for  military  assistance  is. 

Aid  still  goes  to  three  of  our  NATO  allies;  two  of  them  are  mem- 
bers of  the  European  Community  [EC],  the  wealthiest  economic  en- 
tity on  Earth,  and  we  are  giving  them  aid.  Turkey  and  Greece, 
largely  armed  against  each  other.  The  security  case  for  aid  for  Por- 
tugal escapes  me.  Why  are  we  still  giving  military  aid  to  these 
three  countries? 

You  have  requested  $2.7  million  for  the  military  in  El  Salvador. 
I  am  disappointed  the  administration  would  make  such  a  request. 
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I  cannot  tell  how  others  will  vote,  but  I  have  absolutely  no  inten- 
tion of  supporting  that. 

And  Morocco — ^why  military'  aid  to  Morocco?  There  is  no  way  on 
God's  green  Earth  that  I  will  support  military  aid  for  Morocco. 
What  is  a  threat  to  them? 

The  IMET  program  is  under  review.  I  am  anxious  to  see  if  that 
results  in  a  serious  plan  to  restructure  IMET,  or  just  cosmetic 
changes.  Only  a  dramatic  shift  in  focus  to  professionalizing  and  de- 
mocratizing militaries  can  save  the  IMET  program  from  continuing 
to  decline. 

And  nonproliferation — I  am  pleased  that  the  administration  has 
budgeted  $50  million  for  nonproliferation  programs.  There  is  grow- 
ing concern  about  giving  aid  to  countries  that  spend  inordinate 
amounts  on  weapons,  and  we  want  to  know  how  you  plan  to  use 
that  fund. 

And  of  course,  a  related  issue  is  arms  sales.  It  is  inconsistent  for 
the  United  States  to  license  sales  of  weapons  to  governments  that, 
because  of  human  rights  problems,  are  deemed  unsuitable  for  mili- 
tary aid.  A  case  in  point,  of  course,  is  Indonesia. 

And,  finally,  an  issue  of  special  interest  to  me  is  land  mines. 
These  weapons  are  the  scourge  of  poor  countries  where 
insurgencies  have  raged.  It  is  a  human  rights  issue.  It  is  a  moral 
issue.  It  is  an  enormous  health  and  social  problem.  I  sponsored  the 
current  moratorium  on  the  export  of  antipersonnel  landmines,  and 
I  want  to  explore  with  you  how  we  can  work  on  this  together. 

Secretary  Davis,  we  are  entering  a  new  period  in  world  history. 
The  threat  of  nuclear  war  is  greatly  diminished,  but  you  only  have 
to  turn  on  the  evening  news  or  pick  up  the  paper  to  realize  the 
world  is  still  a  very,  very  dangerous  place,  and  innocent  people  are 
being  killed  worldwide  today. 

So  we  want  to  work  with  you  to  design  a  security  assistance  pro- 
gram that  is  capable  of  meeting  threats — threats  to  us  and  to  our 
security  interests  abroad,  but  at  the  same  time,  one  that  upholds 
and  promotes  the  basic  values  of  our  country — ^values  which  I  know 
you  hold  deeply,  I  hold  deeply,  and  values  that  really  have  to  be 
a  shining  beacon  to  the  rest  of  the  world. 

Senator  McConnell. 

OPENING  REMARKS  OF  SENATOR  MITCH  MC  CONNELL 

Senator  McCONNELL.  Thank  you,  Mr.  Chairman. 

Welcome,  Ms.  Davis. 

You  have  an  impressive  professional  and  academic  background  in 
arms  control  and  security  policy,  which  should  help  with  the  chal- 
lenges ahead  for  the  administration. 

For  decades,  our  national  security  policy  has  been  defined  by  the 
balance  of  forces  between  two  competing  superpowers.  We  are  now 
moving  into  an  era  where  this  strategic  competition  has  been 
eclipsed,  although  not  erased,  by  regional  rivalries,  demanding  new 
thinking  about  our  role  and  the  role  of  American  security  assist- 
ance. 

Unfortunately,  I  am  not  sure  your  budget  request  reflects  what 
our  response  should  be  to  these  emerging  priorities.  In  fact,  after 
reading  your  prepared  statement,  I  had  to  pause  and  remind  my- 
self that  this  was  not  Jim  Baker's  testimony  from  2  years  ago.  Just 
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as  you  do,  he  framed  our  policy  options  in  terms  of  promoting  de- 
mocracy, peace,  prosperity,  and  combatting  transnational  threats. 

Now,  do  not  get  me  wrong,  I  was  a  big  fan  of  Jim  Baker's.  My 
quarrel  is  with  how  slowly  this  administration  seems  to  be  address- 
ing the  significant  new  issues  which  define  the  international  land- 
scape. We  have  a  lot  of  public  pronouncements,  but  very  little  pol- 
icy, and  no  programs.  I  am  genuinely  concerned  that  as  days  lapse 
into  weeks  and  months,  we  are  losing  our  credibility  and  authority 
to  act  with  direction  and  purpose  in  the  world. 

Let  me  highlight  a  few  examples: 

In  the  first  week  of  April,  the  President  personally  unveiled  what 
he  characterized  as  a  major  new  initiative  for  Russia;  6  weeks 
later,  after  hearing  from  Secretary  Christopher  and  Ambassador 
Talbott,  we  are  still  in  the  dark.  There  are  no  details,  no  programs, 
no  priorities — absolutely  nothing.  But  the  most  shocking  issue  of 
all  is  no  one  thought  about  how  to  pay  for  his  pronouncements. 

For  weeks  now,  your  staff,  my  staff,  everybody's  staff  has  been 
trying  to  figure  out  how  we  can  come  up  with  the  funding  to  fulfill 
the  President's  personal  pledge  to  Yeltsin.  I  am  worried  about  an 
emerging  pattern,  where  the  administration  declares  dramatic 
shifts  in  policy,  issues  important  statements  bearing  on  our  na- 
tional security  interests,  then  fails  to  follow  through. 

Members  of  this  administration  appear  to  be  making  promises  to 
please  the  audience  of  the  day,  rather  than  support  our  principles 
or  serve  our  interests. 

Let  me  go  on  with  a  few  more  examples: 

In  his  sjrmbolic  first  public  speech,  the  President's  national  secu- 
rity advisor  told  a  distinguished  gathering  of  the  diplomatic  corps 
that  Africa  was  of  vital  interest  to  the  United  States,  and  pledged 
to  relieve  Africa  of  its  debt  burden.  Within  weeks,  for  lack  of 
money,  I  understand  the  draft  plan  has  been  abandoned. 

Bosnia  and  air  strikes  are  another  unfortunate  example — ^tough 
talk,  no  action. 

Although  you  are  obviously  not  responsible  for  your  colleagues' 
comments,  I  am  sure  you  would  agree,  if  this  hit-and-run  policy 
persists,  it  will  seriously  compromise  your  efforts  to  implement  and 
enforce  crucial  security  arrangements.  Simply  put,  why  should 
Ukraine  give  up  nuclear  weapons  if  they  have  no  confidence  that 
what  we  promise  today  will  be  delivered  tomorrow? 

Given  your  expertise,  Ms.  Davis,  you  know  better  than  I  that  the 
problems  you  will  have  to  address  as  Under  Secretary  for  Inter- 
national Security  Affairs  the  problems  of  nuclear  weapons  pro- 
liferation, stability  in  the  Middle  East,  peacekeeping  in  Cambodia, 
the  illegal  transfer  of  sensitive  technology,  to  name  just  a  few — 
these  problems  cannot  be  solved  with  glib  pronouncements. 

I  worry  that  this  administration  is  running  on  rhetoric  and  run- 
ning out  of  time.  I  hope  this  hearing  convinces  the  public  that 
there  is  a  serious  effort  underway  not  just  to  define  our  purpose 
in  a  dangerous  world,  but  that  you  are  also  committed  to  establish- 
ing predictability  and  confidence  in  our  actions.  Our  friends  and  al- 
lies expect  nothing  less  of  the  leader  of  the  free  world. 

Senator  Leahy.  Senator  Feinstein. 
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OPENING  STATEMENT  OF  SENATOR  FEINSTEIN 

Senator  Feinstein.  Thank  you  very  much,  Mr.  Chairman. 

I  certainly  welcome  Under  Secretary  Davis  here.  I  am  anxious  to 
hear  her  remarks. 

My  own  view  of  this  is  that  we  sometimes  think  we  are  in  a  per- 
fect world  and  that  aid  and  assistance  can  be  given  out  on  perfect 
formulas,  and  I  am  not  sure  that  is  true.  One  of  the  things  that 
is  most  important  to  me  is  that  there,  certainly  in  the  Middle  East, 
be  a  military  balance.  I  think  it  becomes  extraordinarily  difficult 
with  the  amount  of  arms  that  this  country  alone  has  shipped  into 
that  area  to  Arab  nations. 

I  think  since  the  end  of  the  post-gulf  war  we  have  sent  in  or  sold 
about  $30  billion  of  conventional  arms  to  Arab  nations.  No  matter 
what  you  give  to  Israel  or  how  people  do  not  want  her  to  use  it  for 
military  security,  she  has  to  use  it  for  her  military  security  if  there 
is  going  to  be  any  kind  of  structural  balance. 

I  agree  with  Mr.  McConnell's  comments  very  strongly  about 
America  keeping  her  word  in  this  area;  and  that  one  of  the  most 
important  things  we  can  do  with  our  aid  is  really  to  see  that  we 
encourage  the  development  of  democratic  institutions,  and  thereby 
promote  the  freedom  and  well  being  of  people. 

Thank  you,  Mr.  Chairman. 

Senator  LEAHY.  Thank  you  very  much. 

Senator  Nickles. 

OPENING  STATEMENT  OF  SENATOR  DON  NICKLES 

Senator  Nickles.  Mr.  Chairman,  thank  you  very  much,  and  I 
will  be  very  brief. 

I  would  just  comment,  Mr.  Chairman,  I  do  not  concur  with  some 
of  the  statements  you  made  concerning  some  of  the  previous  mili- 
tary assistance  that  we  have  given,  in  Afghanistan  and  El  Sal- 
vador. That  does  not  mean  that  100  percent  of  the  money  was  well 
spent.  Although  not  all  the  problems  in  those  countries  have  been 
solved,  I  think  it  was  useful  for  us  to  assist  those  two  countries  in 
their  efforts  to  have  some  semblance  of  freedom,  and  particularly 
to  counteract  some  of  the  outside  forces  that  were  involved  in  both 
of  those  countries. 

I  would  just  make  a  comment  to  Ms.  Davis.  I  welcome  her  to  the 
committee.  I  congratulate  her  on  her  appointment.  She  has  an 
enormously  difficult  task.  My  first  question  when  I  walked  in  was: 
Were  we  going  to  see  the  budget  figures  from  the  administration 
and  how  are  they  going  to  pay  for  the  Soviet  request?  I  remember 
when  the  President  made  the  commitment — I  wondered  how  he 
was  going  to  pay  for  it.  We  still  do  not  know, 

I  think  his  commitment  does  lose  some  credibility  if  it  is  not  fol- 
lowed up  on.  And  certainly  there  are  some  serious  problems.  I  hap- 
pen to  think,  however,  that  we  cannot  write  a  check  that  will  solve 
the  former  Soviet  Union's  problems.  Those  problems  are  too  enor- 
mous. I  think  there  are  some  things  that  we  can  do  that  will  not 
be  that  significant  monetarily,  but  could  be  quite  helpful  as  Russia 
and  the  newly  independent  states  move  toward  greater  freedom. 
For  example,  increasing  the  number  of  exchanges  with  some  of  our 
leaders,  entrepreneurs,  and  retired  people  who  are  willing  to  do- 
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nate  some  expertise.  I  think  we  could  do  a  lot  toward  helping  them 
move  toward  democracy  and  market  reform  through  these  ex- 
changes and  political  exchanges  as  well. 

But  I  have  problems  with  simply  writing  checks.  I  look  at  that 
as  a  drop  in  the  ocean,  although  I  do  think  we  should  make  good 
on  our  pledges  and  our  commitments.  And  when  the  President 
makes  such  promises,  I  am  wondering  what  the  results  are  truly 
going  to  be.  This  committee  is  going  to  have  a  hard  time  coming 
up  with  the  money  he  promised  from  existing  funds  that  are  avail- 
able. 

So  I  just  mention  that.  I  know  it  is  a  big  challenge.  As  I  under- 
stand it,  there  is  nothing  in  your  statement  that  would  answer  that 
last  question  on  how  we  are  going  to  come  up  with  the  Russian  as- 
sistance. I  hope  that  the  administration  will  come  up  with  some  an- 
swers on  that  question  in  the  not  too  distant  future. 

Thank  you,  Mr.  Chairman. 

Senator  Leahy.  Thank  you  very  much. 

Senator  Mack. 

OPENING  STATEMENT  OF  SENATOR  CONNIE  MACK 

Senator  Mack.  Thank  you,  Mr.  Chairman. 

I  also  want  to  welcome  Secretary  Davis.  I  look  forward  to  your 
testimony,  and  so  my  comments  will  be  brief. 

I  guess  I  really  want  to  just  build  on  the  statements  made  by  my 
colleague  from  Kentucky,  in  the  sense  that  I  listened  with — I  am 
not  quite  sure  what  word  to  use — to  the  presentation  that  was 
made  to  the  Members  of  the  Senate  last  week  about  United  States 
policy  in  Bosnia.  And  I  was  stunned,  frankly,  at  the  lack  of  clarity. 
And  so  it  is  a  not  a  surprise  to  me  that  there  is  no  agreement  from 
our  allies  in  Europe  about  making  a  commitment  to  us. 

There  is  a  pattern  that  I  think  is  developing,  and  I  think  it  is 
one  that  we  should  all  be  concerned  with.  It  really  began,  at  least 
in  my  mind,  listening  to  Les  Aspin  in  his  confirmation  hearing  be- 
fore the  Armed  Service  Committee,  and  kind  of  I  think  restated  by 
Warren  Christopher  as  well,  that  our  best  foreign  policy  is  a  sound 
domestic  policy. 

Now,  I  do  not  think  many  people  argue  with  the  fact  that  we 
need  to  do  what  is  necessary  to  strengthen  America.  But  if  we  are 
not  careful,  the  rhetoric  that  we  are  using  about  being  inwardly  fo- 
cused, coupled  with  our  very  significant  drawdowns  on  our  military 
capability,  and  a  sense  of  our  unwillingness  to  use  that  military  is 
sending  a  message,  I  think,  around  the  world  that  we  are  with- 
drawing from  the  world  scene.  I  think  that  that  is  dangerous  mes- 
sage to  send,  and  it  is  going  to  act  as  a  statement  that  will  be  en- 
couraging to  people  like  Saddam  Hussein,  to  the  leaders  of  the 
Bosnian  Serbs,  and  other  potential  totalitarian-type  leaders  and 
dictators  around  the  world. 

So  I  think  it  is  important  that  this  Nation  make  some  very 
strong  statements  with  respect  to  our  continued  commitment  to  be 
involved  in  international  affairs  and  world  politics. 

I  thank  you,  Mr.  Chairman. 
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PREPARED  STATEMENT  OF  SENATOR  D'AMATO 

Senator  Leahy.  Thank  you.  Senator  D'Amato  was  unable  to  at- 
tend the  hearing  today,  he  has  submitted  a  statement  which  we 
will  make  a  part  of  the  record. 

[The  statement  follows:] 

Statement  of  Senator  D'Amato 

I  woxild  like  to  welcome  Secretary  Davis  to  our  Foreign  Operations  Subcommittee 
hearing  this  afternoon. 

I  wish  to  make  a  few  comments  regarding  this  nation's  Security  Assistance.  While 
the  world  climate  has  indeed  changed,  it  has  in  many  ways  become  a  more  dan- 
gerous place  in  which  to  live.  Ethnic  and  religious  strife  is  rampant  in  many  places 
across  the  globe.  One  need  look  no  farther  than  the  Balkans  to  see  its  destructive 
effects. 

While  the  Administration  is  shifting  the  focus  of  the  Security  Assistance  program 
to  peacekeeping,  I  would  suggest  that  this  problem  be  kept  in  mind.  I  say  this  be- 
cause the  President's  proposal  to  send  some  15,000  to  20,000  U.S.  troops  to  police 
a  future  peace  in  the  Balkans  is  dangerous.  I  for  one,  cannot  back  the  dispatch  of 
this  small  a  force  to  be  offered  up  as  a  sacrifice  to  Serbian  gunners. 

Peacekeeping  is  important  and  necessary,  but  we  must  realize  that  we  cannot  uni- 
laterally subject  our  forces  to  danger  in  an  area  as  hostile  as  Bosnia.  While  our  Eu- 
ropean allies  will  not  even  support  us  there,  we  must  be  careful  to  not  commit  our- 
selves to  a  conflict  that  will  end  up  pitting  us  agfiinst  all  of  the  combatants,  like 
what  happened  to  our  Marines  in  Lebanon. 

Equally  important  to  the  Administration's  stated  goals  is  the  desire  to  create  ef- 
fective export  control  procedures  as  part  of  an  expanded  non-proliferation  effort. 
Earlier  this  year,  I  wrote  to  both  the  President  and  the  Secretary  of  Commerce  indi- 
cating my  desire  to  achieve  a  revamped  system  to  prevent  the  rampant  abuses  of 
the  past.  In  his  answer.  President  Clinton  expressed  his  support  for  reform  in  this 
area,  and  I  hope  that  he  will  continue  along  this  path. 

While  it  is  important  that  our  nation's  businesses  increase  their  exports,  it  is  also 
important  that  countries  like  Iran,  S5T:ia,  Libya,  and  other  radical  terrorist  states, 
do  not  receive  dual-use  technology  to  biuld  up  their  military  forces. 

Finally,  I  want  to  stress  the  importance  of  our  security  assistance  to  our  allies. 
Allies  such  as  Israel  depend  on  our  security  assistance,  such  as  that  from  the  Spe- 
cial Defense  Acquisition  Fund.  In  this  uncertain  world,  countries  such  as  Israel  need 
this  fund  in  case  of  war. 

In  this  eventuality,  the  United  States  would  be  able  to  aid  an  ally  in  distress  and 
do  so  quickly.  I  would  strongly  urge  that  you  consider  allowing  some  moderate  level 
of  revenues  to  come  back  into  this  revolving  account,  rather  than  to  leave  the  ac- 
count to  just  return  its  revenues  to  the  Treasury.  Last  year  the  account  was  allowed 
to  cycle  $225  million  back  into  the  fund  to  replenish  it.  If  the  account  is  not  allowed 
to  bring  the  revenues  from  the  sales  of  military  equipment  back  into  the  fund,  then 
the  fund  will  become  depleted.  In  time  of  crisis,  there  will  be  less  with  which  to  as- 
sist our  allies. 

Thank  you  for  coming  here  today  and  I  look  forward  to  working  with  you  on  our 
nation's  Security  Assistance  program. 

AID  TO  RUSSIA 

Senator  Leahy.  Ms.  Davis,  we  have  talked  about  the  Russian  aid 
question.  We  are  not  trjdng  to  get  you  to  answer  that.  I  know  you 
are  in  charge  of  allocating  security  assistance  funds,  but,  insofar  as 
that  is  $5.7  billion,  and  $5.1  billion  of  it  is  already  committed  to 
two  countries,  with  most  of  the  rest  scattered  around  several  oth- 
ers, there  is  obviously  no  money  in  there  to  shift  to  aid  for  Russia. 

I  would  simply  add,  if  there  is  anyone  in  the  administration  who 
is  interested — and  I  sincerely  hope  somebody  is.  This  committee, 
which  must  come  up  with  the  bulk  of  the  foreign  aid  promised  to 
Russia,  has  had  our  best  people  working  on  it.  I  have  spent  more 
time  on  this  than  I  like  to  even  think  about,  and  I  cannot  begin 
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to  find  even  a  tiny  fraction  of  the  money  that  has  been  promised 
to  Russia  in  foreign  aid. 

I  am  going  over  there  in  a  few  weeks.  Certainly,  if  anybody  in 
the  administration  could  tell  me  where  the  money  is  going  to  come 
from,  I  would  really  appreciate  knowing  about  it  before  I  go  over, 
because  I  suspect  somebody  over  there  is  going  to  ask  me.  And  I 
take  kind  of  a  Vermont  frankness  on  these  things,  and  if  I  am 
asked  whether  this  committee  will  be  able  to  report  out  a  bill  that 
has  the  money  promised  for  Russia,  my  answer  today  would  have 
to  be  no. 

Now,  I  hope  that  is  not  going  to  be  the  answer  by  the  time  we 
do  report  out  the  bill.  I  know  the  President  is  sincere  and,  inciden- 
tally, I  support  him  in  this  very,  very  much.  But  the  reality  right 
now  is  it  is  a  check  drawn  on  an  overdrawn  account. 

With  that  cheerful  message,  Ms.  Davis,  we  are  delighted  to  have 
you  here.  Gro  ahead;  it  is  all  yours. 

SUMMARY  STATEMENT  OF  HON.  LYNN  DAVIS 

Ms.  Davis.  Mr.  Chairman,  members  of  the  committee,  it  is  a 
pleasure  to  be  here  and  to  really  continue  a  conversation  that  we 
have  begun  over  the  last  couple  of  weeks,  and  to  meet  some  of  you 
for  the  first  time,  and  to  hope  that  this  is  again  just  the  beginning 
of  conversations.  Because  these,  as  you  mentioned  in  each  of  your 
introductory  statements,  are  very  hard  problems,  very  tough  prob- 
lems, and  new  problems  for  a  new  administration  that  is  seeking 
to  define  our  goals  and  our  budgets  for  this  new  and  changing 
world. 

I  presented  to  you  a  longer  statement,  and,  if  I  might,  Mr.  Chair- 
man, ask  you  to  put  that  into  the  record. 

Senator  Leahy.  It  will  be. 

Ms.  Davis.  And  then  I  will  just  briefly  pick  up  on  some  of  your 
points  and  begin  to  try  to  answer  your  questions.  But,  really,  to 
step  back  and  say  my  task  this  afternoon  is  to  try  to  win  your  sup- 
port for  the  security  assistance  budget.  I  know  that  that  is  no  small 
task,  listening  to  your  introductory  remarks,  and  knowing  the  con- 
siderations that  you  have  been  bringing  to  this  budget  and  to  these 
programs  for  now  many  years. 

I  would  like  to  do  that  first  by  setting  it  in  a  broader  context  of 
the  overall  goals  of  the  Clinton  administration,  but  also  to  ask  you 
to  view  this  as  our  initial  efforts  as  we  get  underway,  and  to  work 
with  you  to  craft  these  programs  and  the  specifics  of  the  budget  to 
these  overall  goals,  which  I  believe  we,  as  Americans,  share,  that 
we  are  not  divided  in  the  goals  that  we  seek — ^to  build  democracy, 
to  promote  peace  and  security  in  now  a  very  changing  world — 
where,  as  you  said,  Mr.  Chairman,  regional  threats  now  have  taken 
over  from  past  threats  and  the  worries  that  we  used  to  have — to 
promote  economic  growth  and  sustainable  peaceful  development,  to 
address  global  problems,  and  to  meet  urgent  humanitarian  needs. 

So  those  are  our  goals,  and  I  want  to  keep,  Mr.  Chairman,  bring- 
ing you  back  to  those  goals  as  we  focus  on  some  of  the  individual 
programs  and  to  ask  ourselves  how  those  programs — and  how  we 
wish  to  seek  those  goals  through  these  specific  programs.  We  also 
discovered  when  we  arrived  that  our  goals  were  out  there,  and  per- 
haps our  rhetoric  sometimes  out  ahead  of  where  it  was  that  we 
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were  going  to  find  the  specific  policies.  But  that  we  were  also  work- 
ing in  this  budget  with  severe  budgetary  constraints,  and  that 
when  we  looked  at  these  programs,  we  had  to  recognize  that  we 
had  to  make  the  case  not  only  to  ourselves  and  to  those  goals,  but 
to  the  American  people  for  putting  their  trust  in  us  and  spending 
their  money  for  these  new  goals  and  for  these  programs. 

A  very  large  task,  but  I  take  the  challenge  and  I  would  like  to 
at  least  very  briefly  tell  you  how  I  think  we  should  go  about  it. 
That  it  builds  on  the  past  administration,  I  think  you  will  not  be 
surprised  to  hear.  This  is  a  transitional  budget  from  the  past  ad- 
ministration to  the  new  administration.  But  many  of  those  pro- 
grams are  very  important  programs  and  we  would  not  wish  to  dis- 
miss those. 

How  should  we  build  democracy  in  this  new  and  changing  world? 

Security  assistance  will  play  only  a  very  small  role  in  that  par- 
ticular goal,  but  in  the  overall  budget  of  the  State  Department  and 
the  overall  budget  of  this  administration  that  will  clearly  be  our 
priority.  I  agree  with  you,  Senator  McConnell,  that  we  can  only 
make  a  small  contribution  to  what  is  happening  in  Russia,  but  that 
very  small  contribution,  in  the  President's  mind,  is  a  very  impor- 
tant one;  and  that  we  need  to  see  our  role  in  supporting  reform  and 
democracy,  the  goals  that  President  Yeltsin  has,  those  he  spoke  to 
the  President  about,  and  the  President  came  back  and  sought  to 
find  part  of  our  Treasury  to  help  in  those  particular  objectives. 

It  is  true  that  I  do  not  bring  with  me  today  a  plan  for  that  assist- 
ance to  Russia.  We  are  working  as  hard  as  you  are  working  to 
bring  you  that  plan.  It  is  not  going  to  be  easy,  but  it  is  something 
that  is  very  important  to  the  President.  So  let  our  rhetoric,  just  a 
bit,  get  out  ahead  of  the  specifics.  Hold  us  to  the  task  of  coming 
back  before  your  trip  to  Russia  with  the  specifics  of  that  plan  and 
to  say  that,  notwithstanding  the  fact  that  I  do  not  bring  those  spe- 
cifics, the  overall  goals  for  Russia  are  still  very  high  on  our  list  of 
priorities  and,  indeed,  you  will  find  in  the  overall  budget,  commit- 
ment to  those  goals. 

We  also  seek  the  goal  of  promoting  and  maintaining  peace.  And 
here  are  some  fairly  specific  priorities  and  goals  that  are  in  the 
presentation  that  we  are  making  in  the  security  assistance  budget. 
To  Middle  East  peace,  the  aim  of  establishing  a  just,  enduring  and 
comprehensive  peace  in  the  Middle  East,  with  negotiations  ongoing 
today  in  Washington,  and  of  maintaining  Israel's  security  and  qual- 
itative edge. 

The  President's  request  for  $5.2  billion  reflects  his  support  for 
these  twin  objectives  and  his  commitment  to  continuing  current 
funding  for  Israel  and  Egypt  in  the  fiscal  year  1994  budget. 

We  will  seek  as  well  to  support  multilateral  peacekeeping  and 

Peacemaking  activities.  More  than  $1  billion  in  the  President's 
udget  will  go  toward  these  activities,  and  in  the  security  assist- 
ance budget,  we  have  included  requests  for  programs  that  will 
cover  new  peacekeeping  ventures  in  the  Balkans,  the  former  Soviet 
Union,  and  observers — United  Nations  and  OAS  observers  in  Haiti. 
You  mentioned,  Mr.  Chairman,  the  goal  of  nonproliferation  and, 
indeed,  we  have  taken  as  one  of  our  new  directions  in  the  security 
assistance  budget  a  commitment  to  seek  to  help  countries  to 
achieve  our  overall  goals  of  preventing  the  proliferation  of  weapons 
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of  mass  destruction  and  conventional  technologies  that  are  highly 
dangerous.  And  so  we  will  be  presenting  to  you  a  plan  in  the  State 
Department's  budget  for  $50  million,  seeking  those  goals,  and  hop- 
ing that  you  will  see  this  as  an  important  new  direction  for  the  se- 
curity assistance  budget  in  the  coming  year. 

We  cannot  give  up  on  our  friends  and  those  that  we  support  as 
allies  on  the  security  side  and  to  maintaining  their  security  and  de- 
fense cooperation.  And  here,  the  fourth  program,  in  promoting 
peace  and  security  aims  at  supporting  key  allies  who  have  close  de- 
fense relations,  and  we  can  go  into  the  specific  programs  if  you 
have  some  specific  questions. 

And  then,  finally,  let  me  turn  to  the  final  goal,  which  has  to  do 
with  promoting  our  global  issues  and  our  global  agenda  of  economic 
development.  In  the  security  assistance  program,  we  will  give  a 
new  emphasis  to  those  goals,  including  our  economic  support  for 
Afghan  humanitarian  aid,  the  Cambodian  economic  development 
program,  Nicaragua,  and  the  Philippines,  and  also  continuing  in 
the  goal  of  past  administrations  and  this  administration  in  sup- 
pressing narcotics  trafficking  through  the  security  assistance  budg- 
et on  both  the  FMF  and  ESF  sides. 

PREPARED  STATEMENT 

I  was  trying  to  think  how  I  could  win  your  support  for  this  budg- 
et, and  in  my  first  time  before  the  committee,  how  it  is  that  I  could 
take  you  away  from  sort  of  old  thinking  and  into  the  new  ways  we 
are  trying  to  think.  And  then  I  said  to  myself,  well,  perhaps  we 
have  not  gone  as  far  as  we  would  wish  in  the  first  few  months,  but 
I  hope  we  are  setting  some  new  directions  and  some  new  goals. 
And  that  is  where  I  hope  you  will  keep  us  focused,  and  I  will  hope 
to  keep  you  focused  as  we  try  to  work  through  these  particular  is- 
sues. 

Dollars  are  scarce.  The  programs  need  the  support  of  the  Amer- 
ican people.  Both  of  those  are  very  much  on  my  mind  as  I  try  to 
win  your  support  for  this  budget. 

And  I  thank  you  for  the  time  to  introduce  this  program. 

[The  statement  follows:] 

Statement  of  LY^fN  E.  Davis 

Mr.  Chairman,  I  am  pleased  to  have  this  opportunity  to  present  the  CHnton  Ad- 
ministration's fiscal  year  1994  International  Affairs  Budget  for  security  assistance 
programs  to  you  and  committee  members.  Before  discussing  programs,  I  would  like 
to  set  the  budget  in  the  broader  context  of  the  Administration's  foreign  policy  goals 
and  objectives. 

RENEWAL  AND  REDIRECTION  OF  U.S.  FOREIGN  POLICY 

As  you  are  aware,  the  President  has  summoned  us  to  a  national  renewal,  calling 
for  innovation,  investment,  and  a  new  partnership  between  the  American  people 
and  their  government.  He  has  made  it  clear  that  our  foreign  policy  must  play  a 
central  role  in  this  renewal  by  ensuring  that  our  goals,  institutional  structures  and 
budgetary  outlays  address  the  real  challenges  to  our  national  interests  abroad.  To 
this  end,  the  President  set  three  overarching  goals  to  guide  the  formulation  and  exe- 
cution of  U.S.  foreign  policy.  These  goals  are: 

First,  to  revitalize  the  American  economy  by  using  all  the  tools  at  our  disposal 
to  generate  growth  at  home  and  bring  down  barriers  abroad  to  our  goods  and  serv- 
ices. 

Second,  to  modify  our  security  structures  to  address  the  challenges  of  the  post- 
cold  war  world.  These  modifications  must  include  restructuring  of  our  military 
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forces,  maintaining  the  viability  of  vital  alliances,  bolstering  international  peace- 
keeping and  peacemaking  capabilities,  and  strengthening  nonproliferation  regimes. 
Third,  to  promote  democratic  institution-building  to  foster  international  stability 
and  firee  markets  and  thus  create  the  conditions  for  greater  prosperity  and  security 
at  home. 

REFOCUSmG  BUDGETARY  PRIORITIES 

To  achieve  the  President's  goals  in  this  period  of  fiscal  austerity,  Secretary  Chris- 
topher has  begun  to  refocus  spending  priorities  in  the  international  affairs  budget. 
He  intends  to  take  foreign  afTairs  to  the  American  people  to  explain  our  initiatives, 
justify  our  expenditures,  and  earn  the  people's  support.  He  recognizes  that  many 
Americans  still  feel  that  foreign  assistance  is  nothing  more  than  charity.  One  of  our 
jobs,  as  members  of  this  Administration,  is  to  show  the  American  people  that  every 
penny  spent  on  foreign  assistance  is  an  investment  in  their  prosperity,  their  secu- 
rity, ana  their  commitment  to  cherished  values. 

The  fiscal  year  1994  International  Affairs  budget  request  reflects  the  Administra- 
tion's desire  to  take  U.S.  foreign  policy  in  a  new  direction.  It  is  presented  in  a  new 
way  to  promote  transparency  and  understanding.  It  is  organized  around  five  func- 
tional categories,  rather  than  geographic  areas.  These  mnctional  categories  flow 
from  our  foreign  policy  objectives  and  will  serve  as  stepping  stones  to  achieving 
President  Clinton's  foreign  policy  goals.  The  categories  are: 
— Building  democracy  through  support  of  fi-ee  and  fair  elections,  respect  for 

human  rights,  the  rule  of  law  and  economic  opportvmity; 
— Promoting  and  maintaining  peace  by  supporting  peacekeeping  efforts,  assisting 
fiiendly  and  allied  nations,  insisting  upon  verifiable  arms  control  and  non- 
proliferation  of  weapons  of  mass  destruction,  and  fostering  sustained  peaceful 
development; 
— Promoting  economic  ^owth  and  sustainable  development  by  fostering  fi^e  and 
open  markets,  trade  liberalization,  deregulation,  privatization  and  market-based 
structural  reform' 
— Addressing  global  problems  of  environmental  degradation,  narcotics  traflBcking, 
terrorism  and  other  criminal  activities  by  increasing  cooperation  with  allies, 
fiiends  and  traditional  adversaries;  and, 
— ^Meeting  urgent  humanitarian  needs  by  supporting  private  and  government  ef- 
forts, and  by  promoting  economic  reform  and  resolution  of  local  conflicts. 
Presenting  the  International  Affairs  budget  in  this  way  will  enable  the  American 
people  to  see  the  clear  relationships  among  American  interests  overseas  and  the 
programs  that  support  them. 

I  wish  to  emphasize  here  that  the  fiscal  year  1994  budget  is  by  necessity  a  transi- 
tional one.  Redirecting  our  foreign  policy  and  restructuring  the  institutions  respon- 
sible for  policy  making  takes  considerably  more  time  than  the  four  months  this  Ad- 
ministration has  been  in  office.  In  my  view,  we  have  made  a  good,  strong  start.  But 
there  is  much  work  ahead,  as  we  struggle  with  budgetary  constraints  on  the  one 
hand,  and  a  fast-changing  world  on  the  other.  I  would  ask  the  committee  for  under- 
standing and  support  during  this  period  of  transition. 

THE  ROLE  OF  "SECURITY  ASSISTANCE"  IN  THE  FISCAL  YEAR  1994  BUDGET 

Global  turbulence  and  instability  put  both  our  domestic  and  foreign  policy  goals 
at  risk.  Military  conflicts,  cross-border  battles,  and  civil  wars,  undercut  American 
values  and  interests,  erode  opportunities  for  trade  and  commerce,  and  divert  scarce 
resources  away  from  economic  pursuits  and  into  unproductive  military  expenditures. 
To  minimize  tiie  impact  of  these  risks  on  the  President's  program  for  national  re- 
newal, we  need  to  invest  in  security  assistance  programs  that  support  preventative 
diplomacy.  These  programs  enable  us  to  strengtiien  friends  and  allies  so  that  they 
can  play  a  larger  role  in  promoting  regional  stability,  defending  themselves  against 
aggression,  and  participating  in  peacekeeping  activities. 

With  the  fiscal  year  1994  budget  request  organized  by  functional  categories,  we 
can  see  that  security  assistance  contributes  more  to  achieving  some  priority  foreign- 
policy  objectives  than  to  others.  This  should  cause  no  surprise,  since  many  of  tiie 
new  challenges  to  U.S.  interests  lie  outside  the  military  domain.  I  would  only  like 
to  point  out  that  the  importance  of  a  security  assistance  program  should  not  be 
judged  by  the  level  of  funding,  but  by  the  degree  of  leverage  we  gain  in  achiieving 
the  program's  viltimate  purpose.  For  example,  although  security  assistance  funding 
levels  for  building  democracy  and  promoting  economic  development  are  not  large 
compared  to  other  forms  of  assistence,  we  believe  that  security  assistance  programs 
aimed  at  encouraging  militaries  to  accept  civilian  authority  and  the  rule  of  law 
greatly  contribute  to  the  process  of  democratization  and  economic  development. 
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SECURITY  ASSISTANCE  PROGRAMS 


I  would  now  like  to  review  the  security  assistance  component  of  the  fiscal  year 
1994  International  AfTairs  budget.  I  will  discuss  the  programs  according  to  Uieir 
functional  categories. 

Building  democracy. — The  fiscal  year  1994  budget  request  reflects  our  interest  in 
helping  countries  make  the  transition  to  democracy  and  free-market  economies,  par- 
ticularlv  the  former  Soviet  and  other  Warsaw  Pact  states.  This  interest  stems  from 
the  widely  recognized  view  that  there  is  a  strong  relationship  between  a  country's 
form  of  government  and  its  international  behavior.  Democratic  governments  are 
more  likelv  to  embrace  human  rights,  foster  economic  activity,  and  check  abuses  of 
power  at  home  and  abroad.  Put  simply,  democratic  states  make  better  neighbors 
and  partners  in  international  agreements. 

Security  assistance  will  plav  a  small,  but  important  role  in  promoting  the  demo- 
cratic transition  in  Russia  and  other  former  Warsaw  Pact  states.  The  proposed  fund- 
ing for  IMET  will  help  inculcate  their  militaries  in  the  importance  of  law,  civilian 
control  of  the  military,  legislative  oversight,  and  transparency  in  defense  programs 
and  budgets. 

Other  forms  of  foreign  assistance  being  requested  for  democracy  building  will  be 
used  to  provide  technical  assistance  to  create  and  strengthen  democratic  institu- 
tions; encourage  private  sector  development;  strengthen  key  human  services;  pro- 
mote reforms  in  agriculture,  energy,  the  environment,  and  housing;  and  support  re- 
search and  development.  We  are  requesting  assistance  for  similar  programs  for 
countries  in  Central  and  Eastern  Europe. 

I  think  the  chairman  and  committee  members  will  agree,  there  can  be  nothing 
more  important  to  U.S.  security  than  for  these  countries  to  succeed  in  their  political, 
military  and  economic  reforms.  Obviously,  the  burden  of  reform  rests  mainly  on  the 
shoulders  of  the  countries  themselves.  We  should  be  prepared,  however,  to  do  our 
part  to  help.  It  is  in  our  interest  to  do  so. 

Other  security  assistance  programs  include  $15  million  in  ESF  requested  for  Haiti 
to  support  the  democratization  process  being  carried  out  under  OAS  auspices,  and 
$12  million  in  ESF  requested  for  the  promotion  of  democracy  in  Africa  as  well  as 
an  additional  $16  million  for  improving  the  administration  of  Justice  in  Panama 
and  in  selected  Caribbean  countries. 

Promoting  and  maintaining  peace. — I  will  now  turn  to  secxirity  assistance  pro- 
grams designed  to  promote  ana  maintain  international  peace.  With  the  collapse  of 
communism,  there  has  been  a  fundamental  restructuring  of  the  international  envi- 
ronment, posing  new  problems  and  challenges.  These  demand  a  new  kind  of  diplo- 
macy— a  diplomacy  that  is  sustainable,  flexible,  and  activist.  The  goal  of  this  new 
diplomacy  is  to  prevent  crises  before  they  occur  and,  failing  that,  contain  conflicts 
at  the  lowest  possible  level.  The  fiscal  year  1994  budget  identifies  four  security  as- 
sistance programs  to  serve  this  goal. 

Middle  East  peace. — The  first  program  aims  at  establishing  a  just,  enduring  and 
comprehensive  peace  in  the  Middle  East,  and  at  maintaining  Israel's  security  and 
qualitative  edge.  Our  budget  request  for  $5.2  billion  reflects  the  President's  commit- 
ment to  these  twin  objectives.  Of  this  amount,  Israel  will  receive  $3  billion;  and 
Egypt,  $2.1  billion.  In  addition,  we  are  proposing  security  assistance  for  Jordan, 
West  Bank/Gaza  and  Lebanon.  Also  included  is  a  request  for  $5  million  to  fiind  ac- 
tivities associated  with  the  multilateral  working  groups  of  the  peace  process. 

Peacekeeping. — The  second  program  supports  multilateral  peacekeeping  and 
peacemaking  activities.  More  than  $1  billion  is  requested  in  State  and  Defense  De- 
partment accounts  to  support  these  activities.  Some  of  this  funding  will  be  used  to 
assist  countries  in  taking  part  in  peacekeeping  operations,  and  to  support  conflict 
resolution  and  downsizing  of  militaries.  Most  of  the  $700  million  m  the  Inter- 
national Affairs  account,  however,  will  be  used  to  cover  assessed  U.N.  peacekeeping 
operations  and  other  regional  peacekeeping  efforts  that  are  funded  on  a  voluntary 
basis. 

Our  proposed  non-assessed  peacekeeping  budget  for  fiscal  year  1994  totals  $77.2 
million — an  increase  of  $50  million  from  fiscal  year  1993 — in  an  effort  to  meet  bur- 
geoning peacekeeping  requirements.  In  addition  to  providing  for  long-standing  U.N. 
peacekeeping  operations  in  Cyprus  and  the  Multilateral  Force  and  Observers  in  the 
Sinai,  the  funding  will  also  support  new  peacekeeping  ventures  by  the  Conference 
on  Security  and  Disarmament  (CSCE)  in  ^e  Balkans  and  the  former  Soviet  Union, 
by  the  U.N./OAS  observer  mission  in  Haiti,  and  by  the  Economic  Community  of 
West  Afidcan  States  in  Liberia  and  the  Organization  of  African  Unity  in  Rwanda. 
We  are  also  providing  limited  FMF  and  ESF  funding  to  help  underwrite  participa- 
tion of  poorer  countries  in  U.N.  and  regional  peacekeeping  operations. 
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Nonproliferation  and  disarmament. — ^The  third  program  aims  at  addressing  one 
of  the  greatest  national  securitv  challenges  facing  us  today — the  proliferation  of 
weapons  of  mass  destruction,  enhanced  conventional  weapons,  and  associated  deliv- 
ery systems.  This  is  an  area  I  am  particularly  seized  with,  and  one  which  Secretary 
Christopher  has  asked  me  to  focus  on.  The  proposed  fiscal  year  1994  budget  reflects 
an  integrated  government-wide  approach  to  nonproliferation  and  arms  control,  and 
requests  $197  million  for  the  State  Department,  over  $400  million  for  the  Defense 
Department,  and  about  $300  milUon  for  the  Energy  Department. 

Our  objectives  in  this  area  are,  first,  to  reduce  and  restructure  Russia's  strategic 
nuclear  force,  and  support  denuclearization  of  Ukraine,  Belarus,  and  Kazakhstan 
before  or  during  the  seven  year  START  implementation  period.  Second,  to  support 
and  enhance  U.S.  bilateral  and  multilateral  efforts  to  establish  effective  export  con- 
trols for  destabilizing  weapons  systems  and  materials.  Third,  to  dismantle  existing 
systems  of  proliferation  concern  in  the  former  Soviet  states  and  other  states;  and 
fourth,  to  increase  the  effectiveness  of  existing  nonproliferation  and  arms  control 
agreements  and  promote  arms  control  and  security  in  regions  of  tension. 

Within  the  security  assistance  account,  we  are  requesting  $50  million  for  the  es- 
tablishment of  a  new  Non-Proliferation  and  Disarmament  Fund  to  support  four  pri- 
mary program  areas: 

— Education  and  training  programs  to  introduce  foreign  government  officials  to 
the  broad  range  of  nonproliferation  issues  and  to  instruct  them  in  the  creation 
and  implementation  of  effective  export  control  mechanisms. 

— Destruction  and  conversion  programs  to  terminate  activities  of  proliferation  con- 
cern and  to  implement  global  treaties  such  as  the  Chemical  Weapons  Conven- 
tion and  START. 

— Enforcement  and  interdiction  programs  to  help  curb  illicit  trade  in  materials  re- 
lated to  weapons  of  mass  destruction. 

— Safeguards  and  verification  programs  to  assist  in  the  verification  of  inter- 
national nonproliferation  regimes. 

Defense  cooperation  and  regional  security. — ^The  fourth  program  aims  at  support- 
ing key  allies  which  have  close  defense  relations  with  the  ILS.  and  provide  access 
to  important  militarv  facilities  essential  to  U.S.  power  projection.  Concessional  loans 
of  $855  million  will  be  sought  for  Turkey,  Greece  and  Portugal,  to  help  them  finance 
the  purchase  of  defense  eouipment  and  services  fi"om  U.S.  sources.  In  addition,  we 
will  seek  $143  million  in  ESF  for  Turkey,  and  $54  million  in  other  ESF  and  FMF 
funding  to  promote  regional  stability  and  assist  other  key  edlies  and  fiiends  to  meet 
defense  ana  economic  needs. 

Promoting  economic  growth  and  development. — U.S.  policy  goals  and  mechanisms 
for  promoting  international  economic  growth  and  development  are  being  redesigned 
to  keep  the  U.S.  secure  and  competitive  in  the  global  economy.  Many  of  the  assist- 
ance programs  being  proposed  by  the  Administration  fall  outside  the  security  assist- 
ance domain.  There  are,  however,  a  few  exceptions.  In  the  fiscal  year  1994  budget, 
we  are  proposing  $177.5  million  in  ESF  for  12  countries  to  support  economic  devel- 
opment, including  fiinds  for  El  Salvador,  the  Afghan  Humanitarian  aid  program,  the 
Cfambodian  Economic  Development  program,  Nicaragua  and  the  Philippines. 

Addressing  global  issues. — ^The  fiscal  year  1994  budget  reflects  the  Administra- 
tion's commitment  to  demonstrating  U.S.  leadership  on  pressing  global  issues  that 
are  essential  to  our  country's  domestic  and  international  futvu"e.  Suppressing  narcot- 
ics trafficking  is  a  primary  issue  in  which  the  President  has  expressed  a  personal 
interest.  The  security  assistance  budget  thus  contains  significant  funding  for 
counter-narcotics  activities.  For  the  Andean  countries,  we  are  proposing  $100  mil- 
Uon in  ESF  to  support  development  programs  and  $45  million  in  FMF  to  help  sus- 
tain counter-narcotics  military  operations.  We  are  also  requesting  $4.7  million  in 
FMF  to  maintain  and  enhance  anti-narcotics  capabilities  among  the  "potential 
source  and  transit"  countries  in  the  Caribbean  and  Latin  America. 

Mr.  Chairman,  this  concludes  my  opening  remarks.  I  look  forward  to  working 
with  this  committee  and  the  Congress  as  we  strive  to  reform  our  foreign  assistance 
program.  Thank  you. 

FOREIGN  AID 

Senator  Leahy.  Thank  you  very  much,  Secretary  Davis. 

I  too  want  to  win  the  support  of  the  American  people  in  some  of 
these  areas  of  foreign  aid.  It  is,  I  suspect,  the  most  difficult  thing 
to  sell  to  constituents.  Money  for  welfare,  money  for  foreign  aid. 
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They  are  seen  as  basically  as  the  same  thing,  and  we  are  told  if 
you  just  get  rid  of  those,  we  will,  of  course,  balance  the  budget. 

But  if  you  say:  What  do  we  do  about  the  abandoned  child  left  on 
a  street  comer?  Should  we  leave  the  child  alone  or  should  we  bring 
it  in  and  try  to  care  for  it?  Somebody  would  say:  Well,  of  course, 
we  will  do  that.  That  is  not  welfare. 

If  we  say:  What  do  we  do  with  a  country  struggling  to  become 
a  democracy,  rather  than  going  into  a  totalitarian  government  that 
might  really  pose  a  threat  to  us  or  our  allies  and  draw  us  into  a 
conflict  some  day — and  we  say:  What  about  that?  Well,  that  is  not 
foreign  aid,  that  is,  of  course,  protecting  our  best  interests  or  in 
helping  to  create  markets  for  our  exports. 

These  are  all  things  really  that  foreign  aid  is  used  for  and  can 
have  a  tremendous  benefit.  We  do  not  begin  to  spend  as  much 
money  to  effect  efforts  as  Japan  and  most  of  the  European  Commu- 
nity countries  do.  They  outdo  us  by  about  a  3-to-l  or  4-to-l  margin. 
And  that  is  an  area  where,  again,  foreign  aid  could  be  used. 

FISCAL  YEAR  1993  ALLOCATIONS 

Let  me  ask  you  a  little  bit  about  your  new  goals  and  new  prior- 
ities. Because  you  speak  of  fiscal  year  1994 — when  I  look  at  fiscal 
year  1993,  in  January,  the  outgoing  administration  sent  us  their 
653(a)  report,  with  their  allocations  of  foreign  aid  for  individual 
countries.  I  declined  to  go  along  with  that,  saying  I  thought  that 
the  new  administration  should  have  a  chance  to  review  them. 

I  would  have  done  exactly  the  same  thing  had  it  been  a  Repub- 
lican administration  coming  in  and  taking  over  from  a  Democratic 
administration. 

So  if  we  are  speaking  of  new  goals,  have  you  completed  that  re- 
view? And  have  you  made  changes  in  the  security  assistance  alloca- 
tions that  were  left  to  you  for  fiscal  year  1993?  Or  are  they  basi- 
cally the  same  numbers  as  the  Bush  administration  had? 

Ms.  Davis.  That  is  a  very  fair  question,  Mr.  Chairman.  When  we 
came  in,  we  looked  at  the  programs  in  the  fiscal  year  1993  budget, 
and  also,  in  parallel  and  almost  instantaneously  had  to  begin  to 
prepare  the  1994  budget.  And  so  we  gave  our  priority  and  our  at- 
tention to  crafting  the  fiscal  year  1994  budget  for  the  new  direc- 
tions and  have  made  only  a  few  changes  or  proposals  in  the  fiscal 
year  1993  budget,  in  part,  because  I  discovered  that  there  was  not 
very  much  flexibility  in  that  budget  by  the  earmarking  and  by  the 
commitments  that  had  been  made  before. 

That  is  not  an  excuse.  That  is  just  a  statement  of  fact.  And  we 
have  shifted  some  of  these  funds  to  help  in  support  of  the  embargo 
against  Serbia  and  Montenegro.  And  so  we  have  done,  on  the  mar- 
gin, a  few  things  in  that  budget,  but 

Senator  Leahy.  But  you  have  not  suggested  different  earmarks 
or  different  allocations  from  what  they  were  before,  are  you? 

Ms.  Davis.  We  are  not  suggesting  different  earmarks  or  different 
allocations.  We  decided  that  it  was  really  best  to  look  to  the  future 
and  to  do  it  in  fiscal  year  1994.  And  so  we  stand  by  the  programs 
with  a  few  changes  that  were  in  the  budget  in  1993. 

Senator  Leahy.  So  it  is  basically  the  same  old,  same  old  as  far 
as  military  aid  is  concerned.  Now,  the  administration  has  put  aid 
to  Israel  and  Egypt  off  the  table,  so  that  is  off  the  table.  Virtually 
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all  of  it  goes  to  Israel,  Egypt,  Turkey,  Greece,  and  Portugal,  Israel 
and  Egypt  are  off  the  table,  and  we  can  assume  that  the  foreign 
aid  bill  will  be  the  same  for  them  as  it  has  in  the  past,  obviously, 
our  security  needs  and  all  are  exactly  the  same  as  they  were  be- 
fore. 

AID  TO  GREECE 

But,  then,  how  do  you  arrive  at  the  $315  million  figure  for 
Greece?  Greece  is  a  wealthy  country.  Does  it  reflect  an  analysis  of 
their  current  defense  needs  or  is  it  just  a  coincidence  that  it  is  the 
exact  same  amount  as  appropriated  last  year? 

Ms.  Davis.  I  think  it  is  important  to  look  at  the  nature  of  those 
programs  and  the  security  goals  and  the  security  threats  in  that 
part  of  the  world.  When  you  think  about  that  part  of  the  world,  we 
are  not  just  thinking  about  it  in  terms  of  base  rights  or  the  ways 
we  have  gone  about  thinking  about  Greece,  Turkey,  and  Portugal 
in  the  past.  We  are  thinking  about  how  it  is  we  create  a  relation- 
ship and  work  through  a  set  of  goals  with  the  countries  in  that 
part  of  the  world. 

So  it  is  not  just  a  coincidence  that  it  is  the  same  as  last  year. 
It  reflects  the  continuing  support  for  those  programs.  I  would  re- 
mind the  committee  that  tnese  programs  are  now  concessional 
loans  for  Greece,  Turkey,  and  for  Portugal,  a  step  that  does  show 
that  we  are  moving  away  from  thinking  about  them  in  the  tradi- 
tional ways.  And  we  will  work  with  the  committee  to  think  about 
the  future  of  these  programs  after  1994. 

Senator  Leahy.  How  much  is  in  the  Greece  military  assistance 
pipeline? 

Ms.  Davis.  The  Greece  military  pipeline — it  depends  on  what  you 
mean,  Mr.  Chairman,  by  pipeline.  That  is,  what  are  their  plans  for 
the  development  and  procurement  of  the  military  programs  that 
are  currently  underway?  My  understanding  of  the  programs  as 
they  are  currently  underway  is  that  in  the  next  year  or  so  in 
Greece,  they  would  be  completed. 

AID  TO  PORTUGAL 

Senator  Leahy.  We  have  $90  million  for  Portugal.  I  cannot  figure 
out  what  the  security  rationale  for  military  assistance  to  the  Por- 
tuguese armed  forces  is.  I  assume  this  is  just  basically  ignoring  the 
fact  that  Congress  says  we  do  not  pay  rent  for  military  facilities, 
but  it  is  basically  rent  for  our  air  base  there;  is  it  not? 

Ms.  Davis.  There  is  really  a  lot  of  past  history  here  that  I  know 
that  I  am  jumping  into — right  in  the  middle — as  a  new  person  and 
a  new  witness  on  this  particular  subject.  Let  us  just  say  that  we 
have  looked  at  that  program  and  for  the  coming  year,  we  would 
wish  to  continue  to  support  concessional  loans  to  Portugal  for  com- 
pleting the  kinds  of  programs  that  they  currently  have  underway. 

AID  TO  TURKEY 

Senator  Leahy.  You  have  allocated  $450  million  for  Turkey. 
What  is  the  military  threat  to  the  territorial  integrity  of  Turkey? 
I  do  not  know  any  neighbor  that  is  claiming  their  territory.  Basi- 
cally, it  is  just  the  Kurdish  insurgency. 
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Ms.  Davis.  I  think  when  we  think  about  our  foreign 
assistance 

Senator  Leahy.  Is  this  a  continuing  payoff  for  help  in  the  past? 

Ms.  Davis.  I  am  going  to  keep  trying  to  bring  you  back,  Mr. 
Chairman  and  members  of  the  committee,  to  the 

Senator  Leahy.  I  am  sorry.  We  are  getting  so  much  noise  behind 
us. 

Ms.  Davis.  Let  me  keep  trying  to  bring  you  back  to  the  overall 
goals  that  the  new  administration  is  seeking  in  this  program  for 
Turkey.  If  you  look  at  a  security  relationship  and  a  role  that  we 
would  wish  Turkey  to  play  in  the  new  world — not  the  old  world  but 
the  new  world,  where  Turkey  has  supported  us  in  the  gulf,  it  is 
currently  supporting  us  in  the  Operation  Provide  Comfort,  the  no- 
fly  zone  over  the  northern  part  of  Iraq.  Their  support  for  the  Unit- 
ed Nations  in  Somalia,  their  help  and  encouragement  toward  a 
peaceful  resolution  of  the  conflict  in  the  former  Soviet  Union. 

Turkey  is  going  to  play — is  and  will  play  a  very  important  secu- 
rity role  for  Americans  in  this  new  and  very  changing  part  of  the 
world.  At  the  same  time,  that  assistance,  both  on  the  foreign  mili- 
tary side  and  on  the  economic  support  side,  has  other  goals  as  well. 
And  here  we  take  seriously  the  commitment  of  Turkey  to  democ- 
racy and  to  human  rights,  and  would  wish  very  much  to  see  that 
country  and  this  assistance  moving  toward  those  three  goals  of  se- 
curity, democracy,  and  economic  development  in  that  very  impor- 
tant country. 

Senator  Leahy.  I  may  be  cynical  but  I  would  say  that  answer  is 
simply  sa3dng  we  pay  people  for  doing  what  is  right  and  we  pay 
people  for  supporting  us  in  things  that  either  show  their  commit- 
ment to  Western  ideas,  which  they  claim  in  multipage  ads  in  this 
week's  Time  magazine  or  Newsweek  or  whatever,  or  we  do  not  get 
the  support.  I  would  like  to  think  some  of  the  democratic  ideals, 
sacrifices,  and  efforts  that  the  United  States  has  made  would  en- 
courage them  to  do  that  anjrway,  and  not  just  that  we  pay  them 
off. 

But,  then,  seeing  the  reaction  of  our  European  allies  in  the 
former  Yugoslavia,  a  reaction  which  is  ranged  from  the  negligent 
to  the  cowardly,  I  guess  that  is  probably  hoping  too  much.  But  I 
do  not  want  to  get  into  the  inaction  and  negligence  and  irrespon- 
sibility of  our  European  allies  and  will  not  talk  about  that,  even 
though  it  is  obvious. 

ANDEAN  DRUG  INITIATIVE 

Let  us  talk  about  the  Andean  drug  initiative.  I  went  along  with 
it  very  reluctantly  3  years  ago.  And  I  did  this  partly  after  talking 
to  both  President  Bush  and  Secretary  Baker,  and  I  thought  I  would 
give  them  a  chance  to  prove  it  could  work.  The  Andean  drug  initia- 
tive has  been  a  colossal  failure. 

As  I  have  said  in  another  forum,  in  most  of  our  agricultural  pro- 
grams in  this  country  even  the  best  and  most  efficient  agricultural 
producer  in  the  world  loses  about  3  percent  of  his  crops  between 
the  time  of  harvest  and  the  time  of  getting  them  to  market.  Yet 
we  put  in  hundreds  of  millions  of  dollars,  send  the  Air  Force,  the 
Navy,  the  Army,  the  DEA,  the  FBI,  the  CIA,  and  everybody  else. 
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and  the  drug  producers  lose  only  about  1  percent  to  1.5  percent  of 
their  drug  market. 

We  would  be  better  off  to  just  put  into  a  regular  agricultural  pro- 
gram. At  least  that  way  they  would  lose  3  percent  and  probably 
save  us  money. 

But  it  is  crazy.  We  spend  hundreds  of  millions  of  dollars  to  sup- 
port the  militaries  down  there.  They  have  all  kinds  of  human 
rights  problems.  It  is  not  a  cost-effective  program.  We  could  do  far 
more  to  spend  that  money  in  good  drug  education  programs  here 
in  the  United  States  and  drug  treatment  programs  to  reduce  the 
demand.  We  are  not  stopping  it  at  all. 

It  is  an  exercise  I  cannot  understand.  You  are  cutting  economic 
alternatives,  as  part  of  the  program,  by  about  $40  million,  and  yet 
we  find  if  we  do  knock  out  a  landing  strip  or  a  cocaine  field,  they 
just  move  it  somewhere  else. 

In  the  way  the  Andean  drug  initiative  is  now,  without  some 
major  changes,  there  is  no  conceivable  way  I  would  vote  for  it. 
What  do  you  have  to  say  about  that? 

Ms.  Davis.  Well,  Mr.  Chairman,  I  had  learned  of  your  skepticism 
about  this  program  when 

Senator  Leahy.  Incidentally,  the  President  of  Peru  recently 
called  it  a  total  failure  too,  just  for  whatever  that  is  worth. 

Ms.  Davis.  I  think  you  and  I  would  begin  by  agreeing  with  the 
goals,  and  those  are  to  counter  the  traffic  in  narcotics  and  to  try 
to  build  democracy  and  economic  development  in  those  countries. 
I  have  had  a  chance  to  look  at  those  programs  and,  with  my  col- 
leagues, would  come  to  a  different  view  as  to  the  success  of  those 
programs  to  date.  We  are  not  going  to  tell  you  that  we  are  satisfied 
with  what  we  would  wish,  in  terms  of  those  goals,  but  we  are  not 
prepared  at  this  point  to  say  that  they  failed  or  not  try  to  find  ways 
in  those  programs  to  achieve  the  goals,  which  I  think  we  share. 

So  we  are  prepared  to  continue  at  roughly  the  same  levels  as  last 
year,  the  support  to  the  actual  interdiction  of  the  narcotics  flowing 
from  these  countries.  By  necessity,  by  the  constraints  on  the  overall 
budget,  we  were  forced  to  reduce  the  amount  of  funding  on  the  eco- 
nomic side.  But,  in  many  ways,  we  see  success  on  that  side  even 
as  you  might  have  suggested  otherwise  and  that  support  for  democ- 
racy and  support  for  reducing  the  dependency  of  those  countries  on 
coca  is  the  way  of  building  their  economies  and  is  still  a  goal  that 
we  wish  to  support  in  1993. 

Senator  Leahy.  Well,  let  me  ask  you  this  question.  We  are 
scrounging  around  for  money  for  the  Russian  aid  program.  If  it 
comes  down  to  a  choice  of  trying  to  fulfill  our  commitment  there 
or  going  forward  with  this  Andean  drug  program,  which  even  the 
President  of  Peru  says  is  a  complete  failure,  where  would  you  put 
the  money? 

Ms.  Davis.  I  think  that  will  need  to  be  a  decision  on  the  part  of 
the  President,  who  is  committed  to  two  very  important  goals.  If  he, 
in  looking  at  the  budget  constraints,  is  forced  to  make  that  choice, 
he  will  make  that  choice,  but  at  this  point,  I  think  it  is  premature 
to  have  to  make  that  choice. 

Senator  Leahy.  Let  me  suggest  to  you  it  is  not,  because  that  is 
really  basically  what  we  are  getting  to,  and  you  may  want  to  pass 
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back  to  them  we  just  may,  in  all  likelihood,  will  give  them  that 
choice. 
Senator  McConnell. 

EXPORT  CONTROL  REGIME 

Senator  McConnell.  At  the  November  meeting  of  the  Coordinat- 
ing Committee  for  Multilateral  Export  Controls,  COCOM,  the  Unit- 
ed States  pledged  $11  million  to  the  four  nuclear  states  of  the 
former  Soviet  Union  to  help  create  an  export  control  regime.  By  all 
accounts,  the  meeting  was  an  unqualified  success,  particularly  be- 
cause our  European  allies  endorsed  our  approach. 

Why  hasn't  any  of  that  money  been  distributed? 

Ms.  Davis.  Well,  I  have  asked  the  same  question,  Senator 
McConnell.  And  at  this  point  I  would  like  to  offer  to  come  back  to 
you  with  a  more  complete  answer.  And  clearly,  one  of  the  high  pri- 
orities in  my  new  portfolio  of  nonproliferation  and  the  control  of  ex- 
ports is  precisely  to  that  point,  and  to  making  good  not  only  on  the 
goals  that  were  part  of  tnat  meeting,  but  how  we  see  those  funds 
been  allocated  to  what  specific  programs  and  to  what  specific  op- 
portunities that  we  see. 

I  have  just  learned  in  the  last  month  or  so,  as  I  have  been  read- 
ing in,  that  this  was  not  happening.  And  so  I  share  with  you  the 
need  to  do  that.  Clearly,  it  is  very  important  to  responding  to  what 
it  is  that  President  Yeltsin  said  to  President  Clinton,  which  is  that 
he  wished  to  move  beyond  the  ways  of  the  past  and  to  forge  a  new 
partnership  with  the  United  States.  Expanded  trade,  and  the  be- 
ginning of  that  partnership  will  require  confidence  that  export  con- 
trols within  Russia  and  the  other  newly  independent  states  are 
firm  and  can  be  consistent  with  that  partnership. 

So  let  me  come  back  more  specifically  to  you  about  that  $11  mil- 
lion, but  say  that  we  share  the  concern  that  it  needs  to  be  spent, 
and  very  soon,  on  that  same  goal. 

Senator  McConnell.  When  do  you  anticipate  something  happen- 
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Davis.  Let  me  just  get  back  to  you  as  quickly  as  I  can. 
[The  information  follows:] 

Export  Control  Projects  in  the  NIS 

Efforts  to  move  forward  on  export  control  projects  in  the  NIS  have  been  hampered 
by  a  combination  of  obstacles.  After  the  NSC  Deputies  approved  the  basic  thrust  of 
a  multi-year  assistance  plan  to  develop  export  control  systems  in  Eastern  Europe 
and  the  former  Soviet  Union  on  November  5,  1992,  $9,044  million  of  Nunn-Lugar 
funds  was  earmarked  for  U.S.  assistance  to  the  four  eligible  states — Russia, 
Ukraine,  Belarus  and  Kazakhstan — and  $2  million  of  Department  of  Energy  funds 
were  earmarked  for  assistance  efforts  to  all  other  NIS  and  Eastern  European  coun- 
tries. A  few  days  later,  a  U.S.  technical  team  visited  Moscow  to  explain  the  SSD 
conditions  for  release  of  export  control  assistance  funds. 

At  the  CCF  meeting,  November  23-24  in  Paris,  COCOM  members  offered  to  liber- 
alize access  to  COCOM-controUed  goods  and  technologies  for  participating  countries 
which  developed  export  control  systems  in  conformance  witn  COCOM  standards. 
COCOM  members  agreed  to  help  proscribed  countries  through  bilateral  efforts  to 
implement  controls.  The  U.S.  representative  announced  that  $11  million  had  been 
earmarked  by  the  USG  for  such  efforts.  Participants  at  the  meeting  such  as  Russian 
Deputy  Foreign  Minister  Berdennikov  expressed  general  satisfaction  with  the  pro- 
posal. 

Since  the  CCF  meeting,  we  have  moved  to  put  in  place  the  umbrella  and  imple- 
menting agreements  which  are  necessary  for  the  disbursing  of  Nunn-Lugar  funds 
for  export  control  projects.  Only  Belarus  has  signed  both  me  umbrella  agreement 
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and  an  export  control  implementing  agreement.  Funds  for  export  control  projects  in 
Belarus  are  now  flowing. 

Kazakhstan  and  the  Ukraine  must  still  be  persuaded  to  sign  the  umbrella  SSD 
agreements.  Russia  has  signed  the  umbrella  agreement,  but  the  GOR  is  reluctant 
to  sign  an  agreement  with  DOD  to  control  exports.  Internal  political  disputes  have 
also  affected  Russia's  ability  to  act  on  export  controls.  Russia  has  declined  to  host 
a  U.S.  export  control  visit  because  the  Ministry  of  Economics  (which  has  the  lead 
on  export  controls  within  the  Russian  government)  does  not  want  to  complete  the 
SSD  export  control  implementing  agreement  until  the  Supreme  Soviet  has  finished 
its  consideration  of  the  SSD  umbrella  agreement. 

In  February  1993,  at  their  request,  a  Russian  delegation  met  with  COCOM  mem- 
bers in  Paris  to  discuss  "reciprocal"  commitments  to  safeguarding  sensitive  tech- 
nology. The  Russians  did  not  want  to  make  a  one-sided  export  control  commitment 
to  the  West.  At  the  Vancouver  Simmiit,  President  Yeltsin  called  for  an  end  to 
COCOM.  In  response,  President  Clinton  promised  a  review,  which  is  now  underway. 

Ambassador  Goodby  is  proposing  to  visit  Moscow  during  June  to  move  forward  on 
export  controls  in  Russia.  It  is  hoped  that  the  trip  will  induce  the  Russians  to  en- 
gage on  the  implementing  agreement  on  export  controls.  Once  we  have  Russian 
agreement,  we  will  be  able  to  develop  an  export  control  program  to  provide  the  nec- 
essary training  and  technical  support,  drawing  on  Nunn-Lugar  funds,  to  help  the 
Russians  improve  their  existing  export  control  system.  We  would  expect  that  pro- 
gram to  be  similar  to  what  we  have  worked  out  with  Belarus.  Ambassador  Goodby 
is  continuing  efforts  to  convince  Ukraine  and  Kazakhstan  to  sign  agreements  so 
that  we  can  provide  similar  export  control  support  for  them. 

COCOM 

Senator  McConnell.  Along  similar  lines,  I  am  troubled  by  the 
fact  that  the  President  announced  in  Vancouver  his  intentions  to 
abandon  COCOM  without  completing  a  substitute  arrangement.  As 
you  know,  COCOM  not  only  governs  East-West  transactions,  but 
also  provides  informal  guidance  to  European  trade  with  Libya, 
Iran,  Iraq,  and  other  nations  with  questionable  intentions. 

Now,  it  seems  to  me,  from  a  purely  partisan  vantage  point,  you 
have  consolidated  some  Bush  programs,  renamed  it  the  non- 
proliferation  and  disarmament  fund,  added  a  little  money  and 
called  it  a  new  idea.  That  much  I  do  not  mind,  but  I  am  concerned 
that  in  the  process  you  have  abandoned  progress  achieved  under 
COCOM  in  enforcing  standards  essential  to  protecting  our  national 
security  interests. 

The  first  question:  Has  Russia  rejected  the  COCOM  guidelines? 

Ms.  Davis.  Let  me  step  back  and  say  the  discussions  in  Van- 
couver had  President  Yeltsin  calling  for  the  end  of  COCOM  as  a 
svmbol  of  a  cold  war  and,  to  build  a  new  partnership,  saw  this  as 
the  first  of  many  steps  that  would  help  build  that  partnership. 
President  Clinton  replied  only  that  we  would  review  COCOM  and 
its  future  and  get  back  to  President  Yeltsin  as  quickly  as  we  can. 

So  there  was  no  statement  on  the  part  of  this  administration  as 
to  the  future  of  COCOM  pending  our  own  review  and,  more  impor- 
tantly, our  consultations  with  you  all,  but  also  with  our  allies  who 
are  also  members  of  COCOM.  This  is  not  for  the  United  States  to 
do  alone  or  unilaterally.  We  are  in  the  process  of  doing  that  right 
now. 

Senator  McCONNELL.  So,  in  this  whole  area  of  negotiations  on 
export  controls,  everything  is  kind  of  just  up  in  the  air.  Is  that 
where  we  are? 

Ms.  Davis.  Well,  I  think  any  new  administration  spends  some 
time  reviewing  and  getting  underway.  In  this  particular  case,  the 
President  has  made  a  commitment  to  get  back  to  President  Yeltsin 
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quite  quickly.  And  I  would  assume  we  would  be  ready  in  the  next 
few  weeks  to  have  these  consultations. 

Senator  McCONNELL.  You  rezilly  need  to  do  that,  because  this  is 
not  a  small  item.  A  certain  number  of  things  are  understandable 
in  a  new  administration — I  do  not  want  to  be  overly  critical  here, 
I  really  do  not.  But,  in  this  area  you  need  to  get  your  act  together. 

Ms.  Davis.  Well,  you  know  that  the  issues  involved  in  COCOM 
and  strategic  trade  and  the  licensing  of  dual-use  technologies  raises 
a  num.ber  of  very  serious  security  issues  for  the  United  States  and 
for  our  allies.  And  so  I  would  not  want  to  promise  you  to  do  that 
any  more  quickly  than  we  would  do  that  as  seriously  as  we  can. 
We  need  to  think  about  the  new  world  and  how  it  is  that  we  keep 
the  technologies  that  are  very  important  controlled  and  that  we 
need  to  think  about  the  ways  of  doing  that  for  the  ways  that  the 
world  has  changed. 

U.S.  ROLE  IN  THE  PACIFIC 

Senator  McConnell.  Shifting  to  Asia,  the  perception  of  United 
States  interests  and  our  role  in  the  Pacific  have  been  damaged 
somewhat  by  our  withdrawal  from  the  Philippines.  Yet,  I  think  our 
economic  and  political  fortunes  are  anchored  in  the  Pacific.  Can 
you  offer  a  brief  sketch  of  your  understanding  of  our  interests  and 
how  we  could  maintain  or  should  maintain  a  strong,  active  pres- 
ence in  that  region? 

Ms.  Davis.  You  and  I  would  not  disagree  as  to  the  importance 
of  Asia,  and  the  symbols  of  withdrawing  from  the  Philippines  need 
to  be  balanced  by  the  fact  that  the  United  States  will  be  maintain- 
ing, even  with  reduced  resources  in  our  defense  budget,  a  forward 
presence  and  a  commitment  in  Japan  and,  more  generally,  to  the 
security  of  that  part  of  the  world. 

So,  it  would  not  really  be  fair  just  to  look  at  the  Philippines  and 
to  take  the  wrong  symbol  for  that  particular  withdrawal  to  where 
it  is  that  we  see  our  future  presence  and  interests  in  Asia. 

Senator  McConnell.  Well,  I  was  not  limiting  it  to  the  Phil- 
ippines, I  was  asking  for  your  broader  view.  You  mentioned  Japan. 

Ms.  Davis.  And  our  security  commitment  to  Japan — the  new  ad- 
ministration has  looked  at  that  and  unequivocally  we  are  going  to 
continue  as  it  has  been  in  the  past.  It  was  interesting  when  the 
President  met  with  the  Prime  Minister  of  Japan  that  security  is- 
sues were  agreed.  We  were  not  debating  or  arguing  or  having  dif- 
ferences over  security  issues,  the  American  presence  and  our  future 
role  in  Asia.  And  so  I  think  that  is  an  important  step  in  how  we 
see  the  future  of  our  relations  in  that  part  of  the  world. 

CHINA  MFN  status 

Senator  McCONNELL.  In  your  confirmation  hearings  in  March, 
you  were  questioned  extensively  about  the  PRC.  While  I  gather  you 
agree  China  was  largely  to  blame  for  the  spread  of  nuclear  weap- 
ons, you  suggested  their  participation  in  the  Nuclear  Nonprolifera- 
tion  Treaty  and  agreeing  to  abide  by  the  missile  technology  control 
regime  represented  significant  progress. 

Can  you  expand  on  your  thinking  about  China's  activities,  par- 
ticularly in  selling  weapons  in  the  Middle  East? 
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Ms.  Davis.  Well,  as  you  know,  among  our  concerns  about  policies 
in  China  have  to  do  with  their  nonproliferation  policies.  And  so,  in 
my  confirmation  hearings,  I  was  careful  to  say  that  those  were  first 
steps,  but  clearly  not  sdl  that  we  would  expect  from  China  as  we 
work  through  our  policies  with  that  important  country  in  Asia. 

As  we  think  about  the  continuation  of  most  favored  nation  treat- 
ment to  China,  which  comes  up  within  the  next  month,  the  admin- 
istration has  made  quite  clear  to  China  that  among  the  actions 
that  we  will  be  taking  into  account  when  we  consider  that  renewal 
will  be  how  well  they  are  doing  on  the  nonproliferation  side.  And 
Ambassador  Win  Lord  is  currently  in  China  making  that  point — 
or  has  just  finished  making  that  same  point. 

Senator  McConnell.  How  well  are  they  doing? 

Ms.  Davis.  We  are  not  yet  satisfied  with  what  it  is  that  the  Chi- 
nese are  doing  on  the  nonproliferation  side.  So,  it  is  a  sense  some 
progress  has  been  made,  but  we  would  wish  to  see  more.  And  we 
are  clearly  making  that  clear  to  the  Chinese  Grovemment  today. 

Senator  McConnell.  And  so,  if  you  are  not  satisfied,  we  can  ex- 
pect MFN  conditionality  from  the  administration? 

Ms.  Davis.  I  think  we  would  like  to  see  the  progress  the  Chinese 
Government  is  prepared  to  make  after  these  conversations  that  our 
Ambassador  has  had.  We  are  looking  specifically  to  their  adherence 
to  the  guidelines  in  the  missile  technology  control  regime,  which 
they  promised  the  United  States  a  little  over  1  year  ago.  And,  in 
a  sense,  the  progress  will  be  measured  on  their  continued  adher- 
ence to  that  regime,  which  is  very  important  to  this  administration. 

Senator  McConnell.  Many  people  feel  that  developments  on 
China's  borders  can  affect  the  evolution  of  democracy  within  the 
People's  Republic  of  China  [PRC].  For  this  reason,  I  have  been  ac- 
tively engaged  in  a  process  to  assure  that  an  independent  economic 
and  political  relationship  between  Hong  Kong  and  the  United 
States  is  preserved  after  the  transfer  of  power  in  1997. 

I  also  believe  the  fact  that  elections  were  held  in  Mongolia  is  an 
important  milestone.  Mongolia  represents  an  opportunity  to  ad- 
vance democratic  interests  in  the  region,  particularly  in  China.  If, 
as  you  say,  you  are  serious  about  democratization  and  keeping  the 
pressure  on  China,  why  have  you  reduced  our  support  for  Mongo- 
lia? 

Ms.  Davis.  Let  me  come  back  and  sav  I  share  with  you  those 
same  goals  for  Mongolia  and  hope  that  tne  assistance  that  we  can 
give  on  the  economic  side  in  this  particular  program  of  security  as- 
sistance will  foster  those  goals.  The  cuts  that  we  have  made  in  the 
program  are  a  result  of  the  budgetary  constraints  that  we  faced, 
and  unfortunately  we  had  to  make  some  cuts  in  some  of  these  pro- 
grams. 

This  is  not  in  any  way  to  change  our  goals  for  that  country. 

Senator  McConnell.  Let  me  just  make  one  other  observation  on 
MFN  for  China.  I  am  quite  anxious  to  see  where  the  administra- 
tion comes  down  on  that  issue.  My  own  view  is  that  the  China  desk 
in  the  previous  administration,  which  was  at  the  White  House,  was 
essentially  correct  about  the  conditioning  of  MFN.  And,  for  what  it 
is  worth,  it  seems  to  me  that  is  not  the  best  tool  to  drive  home  the 
point  that  we  would  all  like  to  make  on  the  proliferation  issue.  I 
hope  the  administration  will  be  able  to  find  some  way  to  drive 
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home  the  human  rights  and  missile  proUferation  issues,  short  of 
punishing  the  democrats  and  the  capitalists  in  both  Hong  Kong 
and  the  PRC,  who  are  the  principal  beneficiaries,  of  course,  of  the 
MFN  trading  status. 

NORTH  KOREA 

On  another  subject,  one  of  the  most  troubling  global  develop- 
ments is  North  Korea's  efforts  to  assemble  a  nuclear  weapon.  What 
is  the  status  of  that,  if  you  can  say? 

Ms.  Davis.  Well,  as  you  know,  now,  over  1  month  or  so  ago,  the 
North  Koreans  withdrew  from  the  Nonproliferation  Treaty.  It  is  a 
90-day  withdrawal  period,  and  so  we  are  taking  this  time  to  find 
a  way  for  the  North  Koreans  to  reverse  that  decision.  Among  the 
steps  was  a  resolution  passed  by  the  Security  Council  last  evening 
which  demonstrated  the  international  community's  wish  that  the 
North  Koreans  reverse  their  decision  and  remain  within  the  NPT, 
and  also  accede  to  the  inspections  called  for  by  the  IAEA. 

So  the  international  community  is  now  on  record  calling  for  this 
step.  We  are  working  very  closely  with  our  allies  in  that  part  of  the 
world  to  try  to  make  this  happen  before  the  deadline,  which  is  in 
early-June. 

Senator  McConnell.  Does  anybody  have  any  leverage  with  the 
North  Koreans? 

Ms.  Davis.  It  is  difficult  to  know  how  to  respond  diplomatically 
to  a  country  that  is  so  isolated,  where  we  have  had  conversations 
in  the  past,  but  they  are  not  really  part  of  the  world  community. 
And  it  was  a  major  step  that  they  took  in  agreeing  to  join  the  Non- 
proliferation  Treaty  and  to  begin  to  open  up  that  society. 

So  the  answer  is,  it  is  hard  to  see  leverage.  What  we  are  hoping 
to  show,  that  being  part  of  the  world  community  and  not  isolated 
from  that  world  community  is  better  for  the  government  and  for 
the  people.  But,  as  you  know,  it  is  a  very  authoritarian  and  very 
isolated  government.  So  it  is  difficult  to  know  how  we  would  play 
on  their  perceptions  and  on  their  policies. 

TAIWAN 

Senator  McConnell.  One  final  question  about  that  part  of  the 
world.  What  are  the  administration's  intentions  with  regard  to 
military  sales  to  Taiwan? 

Ms.  Davis.  At  this  point,  our  whole  policy  on  arms  sales  is  still 
one  of  those  areas  where  we  are  doing  a  review.  I  know  you  will 
be  tired  fairly  soon  of  my  continuing  to  use  that  as  an  excuse,  and 
I  would  understand  that.  I  would  just  like  a  little  bit  more  time  on 
that  to  say  that  we  want  to  step  back  and  think  about  the  new 
world  and  arms  sales.  On  the  other  hand,  we  all  know  that  it  is 
right  to  look  at  the  cases  individually  and  specifically.  And  that  is 
what  we  will  be  doing  very  shortly,  I  hope. 

Senator  McConnell.  Tnank  you,  Mr.  Chairman. 

Senator  Leahy.  Thank  you. 

Senator  Feinstein. 

Senator  Feinstein.  Thank  you,  Mr.  Chairman. 

Just  a  couple  of  specific  questions  on  Turkey  and  El  Salvador, 
Madam  Under  Secretary. 
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EL  SALVADOR 


With  respect  to  El  Salvador,  I  guess  the  commitment  that  you 
would  propose  is  $2.7  million  in  military  aid.  As  you  know,  the 
Truth  Commission  documented  substantial  human  rights  abuses  in 
El  Salvador,  and  then  drew  the  conclusion  that  many  of  these  inci- 
dents were  aided  and  abetted  by  the  delivery  of  United  States  mili- 
tary aid. 

I  would  like  to  know.  A,  if  you  agree  with  that  and,  B,  if  you 
would  elaborate  on  the  purpose  of  the  $2.7  million? 

[The  information  follows:] 

Human  Rights  Violations 

While  some  units  involved  in  hvunan  rights  violations  received  U.S.  training,  that 
training  stressed  respect  for  human  rights  and  civilian  control  of  the  military.  It  is 
possible  that  some  U.S.  military  assistance  was  misused  in  the  course  of  this  long 
and  bloody  conflict,  but  I  do  not  agree  that  it  aided  and  abetted  human  rights 
abuses  to  any  significant  degree.  In  fact,  a  primary  aim  of  U.S.  military  aid  was 
to  reduce  human  rights  abuses  by  the  military  and  bring  about  a  peaceful  resolution 
of  this  conflict.  As  you  are  aware,  we  have  currently  suspended  our  military  aid 
pending  the  satisfactory  resolution  of  the  removal  from  active  duty  of  military  offi- 
cers identified  by  tiie  Ad  Hoc  Commission  of  human  rights  abuses. 

It  is  essential  that  we  remain  engaged  with  the  military  to  support  continued  re- 
forms and  restructuring  of  the  armed  forces  and  their  peaceful  incorporation  into 
democratic  society. 

RECONSTRUCTION 

Ms.  Davis.  Let  me  make  the  case  for  the  $2.7  million  as  the  case 
of  helping  promote  the  reconstruction  of  El  Salvador,  the  reconcili- 
ation of  the  various  parties  and  people  who  have  been  fighting 
tragically  over  these  many  years.  Part  of  this  process  will  be  to 
bring  the  El  Salvador  military  into  a  civil  relationship  with  the 
country  in  its  new  goals  of  democracy. 

That  means  making  it  a  smaller  army,  making  it  a  better  trained 
army,  and  making  it  understand  what  it  is  like  to  be  an  army  in 
a  civil  society  and  in  a  democracy.  We  think  this  set  of  funds  for 
the  coming  year  is  a  step  in  that  direction. 

Senator  Feinstein.  Could  you  tell  me  how  the  funds  are  ear- 
marked, how  they  are  controlled,  and  what  their  specific  uses  will 
be? 

Ms.  Davis.  Well,  their  goals  go  into  actually  some  specific  pro- 
grams that  we  have.  You  will  probably  ask  me  why  this  particular 
sheet  that  I  am  about  to  read  from  has  not  come  your  way,  but  it 
is  about  to  come  your  way. 

Senator  Feinstein.  If  you  would  like  to  get  that  to  me  in  writing, 
that  is  fine  with  me. 

Ms.  Davis.  Let  me  do  that,  then,  for  the  record,  which  it  is  on 
its  way. 

[The  information  follows:] 

Nonlethal  Military  Assistance 

We  have  requested  $2.7  million  in  nonlethal  military  assistance  for  fiscsil  year 
1994.  The  expenditure  of  these  funds  will  be  approved  on  a  case-by-case  basis  by 
the  Military  Group,  DOD/DSAA,  and  the  Department  of  State.  These  funds  are  to 
be  used  by  the  Sarvadoran  military  to  purchase  medical  supplies,  spare  parts,  main- 
tenance support,  publications,  and  raw  materials  (to  make  boots,  uniforms  and  re- 
tread tires),  and  to  help  pay  for  construction  upgrades  to  their  training  facility. 
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In  addition,  $7.3  million  in  fiscal  year  1994  ESF  for  El  Salvador  will  be  used  to 
continue  support  for  the  demobilization  and  transition  of  excombatants. 

AID  TO  TURKEY 

Senator  Feinstein.  But  I  am  interested,  and  I  am  perplexed  by 
that  $2.7  million  figure,  considering  what  has  happened  with  prior 
aid. 

Ms.  Davis.  It  is  down  substantially  from  the  past,  and  it  is  a  way 
to  move  to  the  new  future  for  El  Salvador. 

Senator  Feinstein.  That  is  right.  It  could  still  go  down  further, 
though. 

But,  in  any  event,  and  on  the  subject  of  Turkey,  this  is  another 
nation  whose  human  rights  abuse  records  are  not  getting  better, 
they  are  getting  worse.  As  a  matter  of  fact,  the  Human  Rights 
Watch  World  Report,  1993,  documents  a  deteriorating  situation  in 
Turkey,  since  1992 — suppression  of  free  speech,  assassinations,  and 
torture  continuing;  there  are  mounting  statistics  along  those  lines. 

My  question  is:  What  are  you  going  to  do  about  your  aid  to  see 
that  it  is  conditioned  on  some  human  rights  improvements,  rather 
than  further  deterioration? 

Ms.  Davis.  We  are  working  very  closely  with  the  Grovemment  of 
Turkey,  raising,  just  as  you  have  raised,  our  concerns  about  human 
rights  and,  indeed,  trying  to  work  with  them  to  design  a  strategy 
whereby  we  could  actually  look  at  what  our  expectations  would  be 
and  work  together  to  gain  a  common  understanding  of  our  expecta- 
tions on  human  rights. 

In  the  last  week,  I  have  made  the  same  argument  to  the  Turkish 
Ambassador  here.  He  understands  this  administration  is  commit- 
ted to  human  rights  as  a  very  important  goal,  and  we  see  this  as 
part  of  our  overall  partnership  and  working  together  with  that 
Government. 

Senator  Feinstein.  I  would  appreciate  seeing  something  in  writ- 
ing that  establishes  that  this  is  a  goal  and  it  is  a  specific  strategy, 
and  exactly  what  is  going  to  happen,  if  I  may. 

Ms.  Davis.  We  would  like  to  give  that  to  you. 

Senator  Feinstein.  Thank  you  very  much. 

[The  information  follows:] 

Human  Rights  Strategy 

Our  human  rights  strategy  for  Turkey  lays  out  a  detailed  program  to  promote  im- 
provements in  Turkey's  human  rights  record.  The  strategy,  which  focuses  on  reduc- 
ing torture  and  investigations  of  mysterious  murders  and  disappearances,  will  be 
presented  to  the  Turks  before  the  Secretary's  trip  to  Turkey  on  June  12,  1993.  We 
will  subsequently  brief  key  congressional  staff  who  have  expressed  concerns  about 
Turkey's  human  rights  record. 

COUNTERTERRORISM 

Senator  Feinstein.  Let  us  turn  to  the  $15.5  million  for 
counterterrorism,  if  we  might. 

Would  you  please  tell  me  how  that  money  is  utilized? 

Ms.  Davis.  I  am  a  little  uncertain  as  to  which  account  or  which 
particular  program  you  might  be  referring  to.  But  if  you  would  give 
me  that,  either  I  can  try  now  or  I  can  give  it  to  you  for  the  record. 

Senator  Feinstein.  I  am  asking  about  our  antiterrorism  assist- 
ance. 
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Ms.  Davis.  Can  I  get  back  to  you  for  the  record  on  that?  I  am 
sorry,  I  do  not  know  exactly  what  you  are  referring  to. 
Senator  Feinstein.  I  would  be  happy  if  you  would. 
Thank  you. 

Thank  you,  Mr.  Chairman. 
[The  information  follows:] 

Antiterrorism  Assistance  Program 

The  Anti-terrorism  Assistance  Program,  authorized  in  1983,  provides  training  and 
equipment  to  foreign  countries  to  enhance  the  anti-terrorism  skills  and  abilities  of 
foreign  police  and  security  officials.  Concurrently,  the  program  seeks  to  strengthen 
U.S.  bilateral  ties  with  participating  countries  by  offering  concrete  assistance  in  this 
area  of  mutual  concern  and  to  increase  respect  for  human  rights  among  foreign  po- 
lice officials  by  sharing  modem,  humane  and  effective  anti-terrorism  techniques. 

The  program  operates  from  the  premise  that  the  United  States  must  rely  on  in- 
digenous law  enforcement  agencies  overseas  to  counter  and  ultimately  reduce  terror- 
ist activities.  Foreign  police  and  government  officials  are  the  first  line  of  defense 
against  terrorism  for  Americans  abroad.  Program  assistance  is  coordinated  with  the 
U.S.  mission  country  team  and  host  government  representatives. 

Training  is  the  dominant  activity  of  the  program.  During  the  past  nine  years,  ap- 
proximately 14,000  students  representing  75  countries  have  participated  in  the  pro- 
gram and  learned  anti-terrorism  skills  such  as  crisis  management,  hostage  negotia- 
tions, airport  security  management,  and  deactivation  of  improvised  explosive  de- 
vices. The  curriculum  gives  trainees  a  solid  foundation  in  anti-terrorism  techniques 
to  enable  them  to  share  their  skills  with  colleagues.  Starting  in  1991,  the  program 
was  authorized  to  provide  selected  courses  in  sites  overseas  where  students  will  em- 
ploy their  skills.  During  fiscal  year  1992,  the  program  conducted  five  classes  over- 
seas, totalling  140  participants,  on  airport  security.  We  intend  to  increase  signifi- 
cantly the  number  of  participants  to  be  trained  overseas  in  fiscal  year  1994  and  will 
continue  to  make  airport  security  management  a  top  priority. 

Many  participants  come  from  developing  nations  lacking  sufficient  expertise  and 
financial  resources  to  provide  an  effective  anti-terrorism  training  program.  The 
Anti-terrorism  Assistance  Program  augments  student  capabilities  by  providing  them 
valuable  skills,  some  support  equipment,  and,  on  occasion,  technical  advice.  It  also 
establishes  a  personal  relationship  between  the  student  and  U.S.  officials  and  police. 
These  ties  open  new  avenues  of  communication  and  cooperation  for  U.S.  Govern- 
ment officials  overseas.  In  sum,  the  program  is  an  essential  element  in  the  U.S.  ef- 
fort to  combat  international  terrorism. 

The  fiscal  year  1994  budget  request  is  $15,555,000.  This  amount  maintains  fiind- 
ing  at  the  fiscal  year  1993  level. 

ISRAEL 

Senator  Leahy.  Senator  Mack. 

Senator  Mack.  Thank  you,  Mr.  Chairman. 

A  couple  of  areas  that  I  want  to  pursue,  and  the  first  one  has 
to  do  with  Israel's  qualitative  edge.  President  Clinton  has  repeat- 
edly reaffirmed  America's  commitment  to  maintaining  Israel's  mili- 
tary qualitative  edge,  and  I  commend  him  for  that.  Yet,  Israel  con- 
tinues to  be  excluded  from  access  to  a  number  of  United  States  de- 
fense systems  that  are  made  available  to  our  NATO  allies. 

I  am  also  concerned  that  Israel  has  been  lumped  together  with 
Iraq  and  others  in  a  so-called,  "region  of  concern,"  by  the  State  De- 
partment for  the  purposes  of  export  controls.  Last  year,  Senator 
Lieberman  and  I  wrote  to  President  Bush  urging  that  Israel  be 
given  the  same  access  to  U.S.  technology  that  our  best  NATO  allies 
receive. 

We  recently  renewed  this  same  letter  to  President  Clinton,  who 
responded  that  our  suggestion  will  be  considered.  In  our  letters,  we 
pointed  out  that, 
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This  step  would  add  concrete  meaning  to  ottr  commitment  to  maintain  Israel's 
qualitative  edge,  it  would  greatly  benefit  Israel's  security,  and,  incidentally,  would 
create  jobs  in  the  United  States. 

My  questions  are:  First,  why  should  Israel  be  lumped  together 
with  Iraq  in  a  region  of  concern  for  the  purpose  of  restricting  high 
technology  exports?  Are  you  considering  reversing  this  Bush  ad- 
ministration decision?  And,  second,  how  is  the  administration  com- 
ing to  a  decision  on  this  matter  and  when  can  we  expect  a  decision 
on  whether  Israel  will  be  granted  the  same  access  to  technology 
granted  to  our  closest  NATO  allies? 

Ms.  Davis.  Well,  as  you  said,  the  President  is  firmly  committed 
to  maintaining  that  qualitative  edge,  and  we  are  looking  into  the 
specific  details  as  to  what  that  means.  And  you  have  raised  two  or 
three  of  the  specific  issues.  I  would  like  to  get  back  to  you  more 
specifically  on  each  of  those.  I  am  not  absolutely  sure  that  we  have 
done  it  in  quite  the  ways — or  the  past  policy  is  quite  as  you  have 
described  it.  I  am  also  not  ready  to  tell  you  exactly  how  we  would 
be  able  to  respond  to  your  letter.  But  let  me  promise  to  get  back 
to  you  very  shortly. 

Senator  Mack.  OK.  It  might  be  helpful  to  me  if  you  indicate 
where  I  may  have  misstated  what  the  policy  is. 

Ms.  Davis.  Let  me  just  say,  I  am  going  to  beg,  for  lack  of  knowl- 
edge at  this  point,  to  go  any  further,  and  would  wish  to  get  back 
to  you. 

Senator  Mack.  All  right,  that  would  be  fine. 

[The  information  follows:] 

Israel's  Security 

Our  longstanding  commitment  to  Israel's  security  and  to  its  qualitative  edge  was 
reaffirmed  by  President  Clinton  during  Prime  Minister  Rabin's  March  visit  to  Wash- 
ington. Indeed  our  cooperation  with  Israel  in  the  area  of  defense  technology  hjis  in- 
volved some  of  our  most  advanced  technology,  on  a  par  with  that  sharea  with  ovu* 
NATO  allies.  We  will  continue  to  evaluate  requests  to  release  specific  technologies 
to  Israel  based  on  Israel's  security  needs  consistent  with  our  export  controls.  Israel 
is  not  lumped  with  Iraq  as  a  concern  for  purposes  of  high  tech  exports.  The  United 
States  will  maintain  its  unshakeable  commitment  to  Israel's  security  and  will  main- 
tain its  qualitative  edge  over  any  likely  combination  of  adversaries.  We  have  an  es- 
tablished solid  record  of  defense  cooperation  with  Israel,  and  have  recently  provided 
advanced  weapon  systems  such  as  F-15  fighter  aircraft,  Apache  helicopters,  and  Pa- 
triot anti-aircraft  missiles. 

Joint  development  of  the  Arrow  anti-tactical  ballistic  missile  further  solidifies  de- 
fense ties.  Nonetheless,  some  Israeli  requests  for  military  equipment  are  not  ful- 
filled. Most  denials  are  based  on  national  security  interests  (i.e.,  the  requested  item 
contained  protected  technology).  Others  are  delferred  because  the  product  is  still 
under  development  and  an  export  control  policy  has  not  yet  been  established.  A 
small  number  are  denied  because  of  proliferation  concerns.  The  new  administration 
looks  forward  to  continued  defense  cooperation  with  Israel  that  will  contribute  to 
Israel's  seciuity  and  enhance  stability  in  the  region. 

NUCLEAR  PROLIFERATION 

Senator  Mack.  Let  me  move  to  another  area,  then,  that  has  to 
do  with  proliferation.  In  1981,  the  State  Department  and  the  IAEA 
testified  that  the  Israeli  raid  on  Iraq's  nuclear  reactor  was  unneces- 
sary because  IAEA  safeguards  and  Iraq's  NPT  commitments  were 
sufficient  to  prevent  Iraq  from  developing  a  bomb.  Thanks  to  the 
gulf  war,  we  now  know  better. 

Iraq  not  only  managed  to  produce  small  amounts  of  weapons  ma- 
terial in  IAEA  safeguarded  facilities,  they  managed  to  conduct  an 
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enormous  covert  bomb  program  right  under  the  IAEA's  nose.  Now 
there  is  serious  concern  that  large  parts  of  Saddam's  bomb  pro- 
gram have  not  been  found  and  that  Iraq's  bomb  program  could  be 
resurrected  quickly  if  we  are  not  careful. 

An  unnamed  American  official  was  quoted  as  saying,  "the  IAEA 
missed  the  Iraq  bomb  before  the  war  and  now  it  is  missing  it 
again." 

At  the  same  time,  we  read  that  North  Korea  may  have  produced 
enough  plutonium  over  the  past  3  years  to  produce  at  least  four 
crude  nuclear  weapons,  even  though  North  Korea  had  supposedly 
committed  to  the  NPT  in  1985. 

And,  finally,  we  hear  that  Iran  is  also  bent  on  developing  nuclear 
weapons,  and  once  again,  the  IAEA  is  giving  Iran  a  clean  bill  of 
health.  Now,  sales  of  Chinese  and  possibly  Russian  reactors  may 
be  allowed,  so  long  as  they  are  under  IAEA  safeguards. 

By  the  end  of  this  year,  Iran  could  take  delivery  of  new,  long- 
range  missiles  from  North  Korea  that  will  not  only,  for  the  first 
time,  give  Iran  the  ability  to  hit  Israel,  possibly  with  chemical 
weapons  and,  later,  nuclear  weapons,  but  will  threaten  our  allies 
in  the  gulf  and  launch  another  round  of  proliferation  in  the  region. 

My  questions  fall  into  two  related  categories,  the  safeguards  re- 
gime and  what  happens  where  safeguards  have  failed.  So,  maybe 
I  will  pose  the  first  two,  then. 

Is  there  any  activity  that  cannot  be  safeguarded?  Are  there  any 
activities  that  are  so  dangerous,  so  close  to  bomb  making  that  they 
cannot  be  safeguarded?  And  is  not  the  purpose  of  safeguards  to 
give  the  international  community  sufficient  warning  to  act  against 
a  nation  that  is  a  threat  to  international  peace  before  they  get  nu- 
clear weapons?  And,  if  so,  what  is  the  point  of  trying  to  get  North 
Korea  back  into  a  safeguards  regime  that  it  has  already  success- 
fully violated? 

Ms.  Davis.  All  of  these  questions  are  very  good  questions,  and  all 
fall  within  the  responsibility  of  my  new  portfolio,  and  so  it  is  some- 
thing that  I  will  take  very  seriously  and  each  of  these  deserves 
more  time  than  I  am  going  to  be  able  to  give  you  now,  and  I  hope 
we  can  continue  this  conversation. 

The  safeguards  regime,  as  we  have  known  it  in  the  past  and 
what  we  would  hope  for  it  in  the  future,  are  two  really  different 
things,  and  since  the  discovery  of  what  was  happening  in  Iraq,  the 
international  community  and  the  agency  itself  has  seen  that  more 
will  need  to  be  done. 

You  will  find  in  our  budget  request  an  additional  request  for  ad- 
ditional funds  to  support  IAEA.  You  will  find  the  support  of  the  ad- 
ministration for  enhancing  their  capabilities  to  carry  out  their  in- 
spections and  the  role  of  challenge  inspections  always  in  their  man- 
date but  never  carried  out  till  subsequent  to  Iraq  is  something  that 
we  will  be  supporting  and  encouraging,  as  well  as  the  sharing  of 
some  intelligence  to  help  in  the  various  activities. 

So  let  us  look  to  the  future  and  recognize  the  importance  of  giv- 
ing that  support  to  safeguards  and  to  that  agency.  The  whole  role 
of  safeguards  is  not  for  me  to  tell  you  that  it  will  always  be  perfect. 
Part  of  the  role  of  safeguards  is  to  help  in  deterring  States  from 
carrying  out  activities  as  well  as  preventing  them  or  getting  knowl- 
edge in  advance  of  their  taking  on  these  activities. 
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I  am  hoping  that  some  of  these  safeguards  and  enhancing  the 
safeguards  will  actually  be  a  deterrent,  as  well  as  a  signal  that 
something  is  happening. 

Senator  Mack.  Let  me  just  pose  a  question  maybe  from  a  slightly 
different  perspective.  Are  you  rethinking  the  role  of  safeguards, 
and  my  point  there  is  that  for  many,  many  years  there  has  been 
a  sense  of  relying  on  IAEA  and  safeguards.  Now  we  have  got  Iraq 
and  North  Korea,  and  clearly  there  has  got  to  be  a  tremendous  con- 
cern about  Iran. 

I  mean,  I  think  the  recent  reports  that  China,  Russia  may  be 
providing  reactors  to  Iran,  which  according  to  one  of  their  country's 
spokesmen  is  purely  for  the  purpose  of  power  production,  energy, 
and  I  kind  of  wonder  to  myself  why  a  country  that  is  exporting 
such  huge  amounts  of  petroleum  would  take  scarce  resources  and 
invest  in  what  to  them  I  think  would  be  a  more  expensive  power 
production. 

I  mean,  this  whole  area  frankly  causes  a  great  deal  of  concern, 
and  it  is  one  of  the  areas — I  think  it  is  probably  on  the  top  of 
everybody's  list  of  weapons  13 rolife ration.  Are  you  rethinking  this 
whole  question  of  safeguards? 

Ms.  Davis.  I  think  you  need  to  distinguish  in  the  first  case  be- 
tween safeguards  and  the  activities  in  Iraq,  because  we  are  doing 
considerably  more  in  Iraq  than  we  would  be  doing  under  the  nor- 
mal regime. 

Senator  MACK.  The  point  I  was  making  is  I  think  the  attitude 
on  safeguards  should  have  given  us  an  indication  in  Iraq  of  their 
enormous  nuclear  program.  Maybe,  maybe  not. 

Ms.  Davis.  In  the  past,  I  mean  I  think  we  have  learned  many 
lessons  from  our  experiences  in  Iraq,  and  now  the  activities  associ- 
ated with  keeping  Iraq  from  retaining  a  nuclear  capability  are 
much  broader  than  simply  a  safeguards  regime,  and  it  has  to  do 
with  the  inspections  and  the  continuing  role  of  watching  over  the 
activities  in  that  country. 

In  North  Korea,  it  is  actually  a  case  where  the  requests  on  the 
part  of  the  IAEA  for  special  inspections  at  two  nuclear  wastesites 
that  is  what  the  North  Koreans  balked  at,  and  why  it  is  that  they 
felt  that  they  needed  to  withdraw  from  the  treaty,  so  it  was  essen- 
tially the  enhancement  of  the  safeguards  regime  under  the  IAEA 
that  has  forced  the  matter  with  North  Korea. 

Finally,  on  Iran,  there  is  no  question  that  we  all  agree  that  that 
is  the  one  country  now  that  deserves  our  very  special  attention,  not 
only  because  it  has  a  potential  interest  in  gaining  nuclear  weapons, 
but  it  is  also  receiving,  as  you  said,  fairly  sophisticated  conven- 
tional weapons.  It  is  also  listed  on  the  list  of  those  supporting  ter- 
rorist activities,  and  so  for  that  variety  of  reasons  Iraq  is  very  high 
on  our  list  of  concern  with  respect  to 

Senator  MACK.  Did  you  mean  Iran? 

Ms.  Davis.  Iran,  that  is  right. 

NORTH  KOREA 

Senator  Mack.  A  last  question.  Would  you  favor  seeking  a  U.N. 
Security  Council  resolution  giving  U.N.  members  the  authority  to 
interdict  proliferation-related  shipments  from  North  Korea,  and 
what  other  sanctions  would  you  be  looking  at? 
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Ms.  Davis.  I  think  at  this  point  we  are  working  toward  our  goal 
of  the  North  Koreans  reversing  their  decision  to  withdraw,  to  per- 
mitting the  IAEA  to  carry  out  the  inspections  that  they  have  called 
for,  and  it  would  be — and  it  is  my  hope  that  that  will  be  the  out- 
come of  our  diplomacy. 

Senator  Mack.  Would  it  not  be  helpful  to  have  some  kind  of  mes- 
sage about  what  we  are  prepared  to  do  if  they  do  not  respond  to 
the  attempts  to  get  them  back  under  the  treaty? 

Ms.  Davis.  I  think  they  understand  the  seriousness  with  which 
we  view  their  action,  and  the  next  time  when  we  bring  the  matter 
to  the  United  Nations  there  will  be  the  matter  of  sanctions,  and  not 
simply  a  resolution  calling  for  their  return  to  that  regime. 

Senator  Mack.  Thank  you,  Mr.  Chairman. 

CHINA  AND  SOUTH  ASIA  NUCLEAR  CAPABILITIES 

Senator  Leahy.  Thank  you.  I  saw  a  report  to  Congress  on 
progress  toward  regional  nonproliferation  in  South  Asia.  It  states 
that  in  South  Asia,  India  and  Pakistan  have  advanced  programs  to 
acquire  either  indigenously  or  with  foreign  support  weapons  of 
mass  destruction  and  ballistic  missile  delivery  systems,  and  adds, 
we  believe  both  India  and  Pakistan  could  assemble  a  number  of  nu- 
clear weapons  in  a  relatively  short  timeframe,  and  both  have  com- 
bat aircraft  that  could  be  modified  to  deliver  them  in  a  crisis. 

In  the  past  China  has  assisted  Pakistan's  missile  program  and 
probably  cooperated  with  Pakistan  in  nuclear  activities.  Sanctions 
on  the  Chinese  exporters  were  subsequently  waived  after  China 
agreed  to  observe  the  MTCR  guidelines.  China  also  adhered  to  the 
NPT  in  1992.  Despite  these  steps,  concerns  remain  about  whether 
China  has  terminated  its  links  to  Pakistan's  nuclear  weapons  pro- 
gram and  about  its  missile  export  program. 

It  does  not  look  too  good. 

Ms.  Davis.  You  might  wonder,  Mr.  Chairman,  why  did  I  wish  to 
take  on  this  particular  job  of  having  to  give  priority  to  this  impor- 
tant goal  of  nonproliferation.  The  fact  that  it  is  a  tough  job  and  a 
challenge  I  guess  is  why  I  am  here,  but  also,  you  have  read  from 
the  report,  and  that  is  the  situation  as  we  currently  see  it. 

NUCLEAR  proliferation 

Senator  LEAHY.  Well,  I  look  at  that  report  and  I  see  the  Wash- 
ington Post — last  week  they  said  China  is  continuing  to  ship  long- 
range  missiles  to  Pakistan,  even  though  they  promised  Secretary  of 
State  Baker  last  year  that  they  would  not  do  that,  and  he  came 
here  and  assured  us  that  he  had  that  promise. 

Now,  I  assume  these  missiles  are  capable  of  carrying  nuclear 
warheads.  What  are  we  doing  about  this?  I  mean,  how  do  you  curb 
this,  and  are  these  missiles  capable  of  carrying  nuclear  warheads? 

Ms.  Davis.  In  the  first  instance,  we  have  not  determined  that  the 
missiles  have  actually  been  transferred,  and  we  are  reviewing  the 
intelligence  and  discussing  this  matter,  as  I  said  earlier,  with  the 
Chinese.  It  is  of  serious  concern. 

The  promise  they  made  to  the  former  Secretary  of  State,  their 
adherence  to  the  guidelines,  was  the  condition  under  which  we 


430 

waived  the  sanctions,  as  you  said.  There  is  no  question  in  my 
mind 

Senator  Leahy.  Do  you  know  whether  the  Associated  Press  arti- 
cle as  reprinted  in  the  Post — do  we  know  whether  the  article  is  cor- 
rect? 

Ms.  Davis.  We  do  not.  We  cannot  at  this  point  say,  Mr.  Chair- 
man, that  the  missiles  have  been  transferred.  What  we  can  say  is, 
if  it  turns  out  that  this  is  the  case,  that  the  law  comes  into  effect 
and  sanctions  would  be  the  course  of  this  administration. 

Senator  Leahy.  When  would  we  have  to  know  that?  When  do  you 
think  a  deal  would  be  done? 

Ms.  Davis.  I  hope  the  Chinese  will  provide  us  with  the  evidence 
to  suggest  this  has  not  happened. 

Senator  Leahy.  Well,  could  I  make  a  suggestion? 

Ms.  Davis.  Yes,  sir. 

CHINA 

Senator  Leahy.  That  some  of  our  own  sources,  an  independent 
analysis  might  carry  more  credibility  with  this  committee  than 
what  the  Chinese  might  say. 

Frankly,  I  think  they  have  been  rolling  us  for  years,  and  I  think 
they  have  created  a  situation  where  they  have  raised — or  where  we 
bankroll  much  of  what  they  have  in  hard  currency. 

We  have  a  balance  of  payment  deficit  with  them  which  is  enor- 
mous. I  think  it  is  something  like  a  5  to  1  or  7  to  1.  We  use  Amer- 
ican tax  dollars,  for  example,  to  subsidize  wheat  to  them.  They 
then  go  and  pay  full  market  price  in  other  countries  like  Canada. 

They  play  us  like  a  fiddle.  They  get  everything  they  want  from 
us  economically.  They  assume  we  will  never  carry  through  on  our 
threats.  They  are  involved  in  proliferation,  nuclear  and  nonnuclear 
weapons  proliferation,  they  use  slave  labor,  they  are  condoning  as 
an  official  or  semiofficial  policy  infanticide.  They  have  a  human 
rights  record  that  looks  like  something  out  of  the  worst  nations  of 
the  Middle  Ages,  and  frankly,  try  as  I  might,  I  do  not  know  what 
we  get  out  of  it. 

It  is  also  obvious  that  as  long  as  they  can  get  us  to  pay  for  a  lot 
of  their  bills,  that  they  can  get  away  with  just  making  promises 
and  not  having  to  come  through  on  them,  that  they  are  not  going 
to  do  anything. 

Maybe  if  they  thought  we  actually  meant  it,  we  were  going  to  be 
tough  for  a  change,  something  might  come  of  it,  but  suppose  noth- 
ing did?  What  have  we  lost?  We  have  lost  $2  billion  or  $3  billion 
worth  of  sales  to  them.  They  have  lost  $15  billion  to  $20  billion 
worth  of  bankrolling  from  us. 

I  do  not  expect  an  answer  on  that,  but  I  just  do  not  think  we 
have  been  anywhere  near  tough  enough  on  them.  I  think  we  have 
let  them  roll  us  over.  We  did  before  Tiananmen  Square.  They  have 
since — ^they  are  practicing  the  destruction  of  a  whole  culture  in 
Tibet.  Nothing  that  we  do  seems  to  have  any  influence  on  that,  and 
I  think  it  is  flat-out  wrong. 

We  stand  for  such  wonderful  principles  in  this  country,  but  it 
seems  that  so  many  times  when  dealing  with  recipients  of  our  lar- 
gess in  foreign  aid  or  foreign  policy,  we  ignore  those  things  that  are 
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so  blatantly  opposed  to  our  own  principles  as  a  country,  for  what 
it  is  worth. 

Ms.  Davis.  Well,  I  think,  Mr.  Chairman,  we  do  not  disagree  as 
to  the  goals  in  our  relations  and  policies  with  China.  We  are  very 
concerned  with  their  human  rights  practices.  We  share  your  con- 
cern with  some  of  the  trade  practices,  and  in  my  portfolio  we  are 
watching  very  closely  on  their  activities  on  the  nonproliferation 
side,  and  this  is  critical  to  how  we  portray  and  how  we  will  tie  our 
policy  toward  China  in  the  future. 

Senator  Leahy.  I  do  want  to  work  with  you  further  on  that,  be- 
cause I  just  think  we  have  made  some  bad,  bad  mistakes  in  the 
past  few  years  in  our  China  policy  and  I  think  we  continue  to. 

LANDMINES 

You  know  of  my  interest  in  landmines  and  the  feeling  that  I  have 
that  they  have  caused  such  untold  suffering  among  hundreds  of 
thousands  of  innocent  civilians  around  the  world.  They  have  be- 
come one  of  the  big  instruments  of  terror  against  civilian  popu- 
lations, and  that  is  not  to  minimize  their  destructive  power  in 
armed  combatants,  but  certainly  among  innocent  civilians,  whether 
it  is  the  boobytraps  we  saw  in  Afghanistan  designed  like  children's 
toys  to  far  more  sophisticated  ones,  now,  that  are  less  easy  to  be 
detected. 

I  think  of  a  friend  of  mine  coming  over  here  from  Cambodia  and 
explaining  how  hundreds  of  thousands,  perhaps  millions  of  mines 
there  are  being  removed.  He  said  they  are  being  removed  an  arm 
and  a  leg  at  a  time.  I  sponsored  a  moratorium  on  sales  and  exports 
and  transfers  of  antipersonnel  landmines.  Most  of  the  members  of 
this  subcommittee  supported  it. 

Since  then,  the  European  parliament  has  called  for  a  5-year  mor- 
atorium on  the  sale,  export,  and  transfer  of  antipersonnel  land- 
mines. France  has  ceased  all  antipersonnel  landmine  exports  and 
has  requested  that  the  United  Nations  hold  a  conference  to  review 
the  landmine  protocol  which  needs  to  be  strengthened. 

The  administration  did  not  oppose  the  moratorium  I  sponsored 
which  expires  at  the  end  of  this  fiscal  year.  Will  the  Clinton  admin- 
istration work  with  me  to  extend  it  at  least  through  the  date  of  the 
U.N.  Conference  on  the  protocol? 

Ms.  Davis.  Mr.  Chairman,  I  heard  your  interest  in  this,  and  sub- 
sequently have  looked  into  the  whole  question  of  demining  and 
share  with  you  your  objectives  and  understand  the  tragedies  which 
you  have  described  for  that  part  that  I  had  some  responsibility  on. 
You  will  notice  that  in  the  program  I  am  presenting  to  this  commit- 
tee that  we  have  increased  the  funding  for  demining  in  the  security 
assistance  budget  from  $1  million  to  almost  $2.5  million,  so  that  is 
a  very  important  first  step. 

In  addition,  in  some  of  the  other  programs  having  to  do  with 
Cambodia  and  some  of  these  areas  there  are  activities  associated 
with  demining  so  that  the  overall  commitment  and  funding  to  the 
sets  of  goals  and  programs  has  increased  substantially  with  the 
new  administration. 

On  the  question  of  the  moratorium  and  the  protocol  and  the  con- 
vention I  am  still  learning  about  the  particular  convention  and 
would  like  to  come  back  and  work  with  you  on  that.  We  share  your 
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goals,  and  I  am  just  not  in  a  position  today  to  give  you  an  answer 
to  that  question. 

Senator  Leahy.  Will  you  assign  somebody  from  your  office  to 
work  directly  with  us  on  that? 

Ms.  Davis.  I  certainly  will.  It  is  a  very  high  priority  we  have  as 
well. 

Senator  Leahy.  Thank  you,  because  I  think  it  is  an  area  where 
the  United  States  could  show  so  much  leadership,  but  we  have  got 
to  show  by  our  own  example  that  we  are  moving  forward,  that  we 
could  support  such  a  moratorium. 

For  example,  there  is  the  conventional  weapons  convention, 
which  contains  the  landmine  protocol  was  what,  1980,  and  it  has 
never  been  submitted  to  the  Senate  for  ratification.  I  would  urge 
the  administration  to  submit  that  to  the  Senate  for  ratification. 

If  you  just  look  at  the  pictures  coming  out  of  the  former  Yugo- 
slavia— I  have  told  many  others  my  story  of  how  I  first  got  involved 
in  this,  and  also  with  the  War  Victims  Fund  which  I  funded  in  the 
past  several  years  through  the  foreign  aid  bills. 

I  was  in  a  steaming  jungle  in  Honduras  at  a  makeshift  hospital 
with  dirt  floors  talking  to  a  little  boy,  10,  12  years  old,  who  was 
hobbling  around  on  one  leg  with  a  hand-made  crutch.  He  had  been 
there  for  a  very  long  period  of  time.  The  wound  had  healed,  but  he 
had  no  place  to  go. 

He  was  a  peasant,  and  because  of  his  injury  was  not  useful  in 
farming,  and  did  not  know  what  might  happen  to  him.  He  had  lost 
his  leg  to  a  landmine.  I  tried  to  ask  him  whether  it  was  a  Sandi- 
nista  or  a  Contra  landmine.  He  did  not  know,  and  frankly  it  did 
not  make  any  difference  in  that  regard.  He  lost  his  leg. 

I  know  on  some  of  the  jungle  trails  we  came  over  in  a  helicopter, 
had  landmines,  some  put  there  by  the  Contras,  some  put  there  by 
the  Sandinistas.  Again,  what  difference  does  it  make  to  an  innocent 
civilian?  We  reallv  should  try  to  do  something  about  these  land- 
mines before  we  nave  countries  where  conflicts  occurred  that  are 
uninhabitable.  Oftentimes  they  are  spread  throughout  agricultural 
lands,  where  there  is  only  subsistence  for  the  poor.  They  cannot  go 
in  and  farm — I  mean,  they  are  going  to  be  killed  or  injured,  their 
livestock  is  going  to  be  killed  or  injured,  and  the  land,  even  once 
the  war  and  the  fighting  stops  the  land  is  taken  away  from  them 
by  landmines  no  matter  who  wins.  I  know  you  agree  with  me,  and 
it  is  something  that  I  think  we  should  all  work  on. 

I  see  Senator  Lautenberg  is  here,  and  I  certainly  would  yield  to 
him. 

CHINA 

Senator  Lautenberg.  Thanks  very  much,  Mr.  Chairman.  I  am 
pleased  to  welcome  the  Under  Secretary.  A  newspaper  report  from 
today  indicates  that  China  may  be  breaking  the  missile  technology 
control  regime  pledge.  I  think  there  has  been  some  discussion 
about  Pakistan  and  China  today,  but  I  just  want  to  see  if  you  can 
enlighten  us  any  further  and  tell  us  whether  or  not  reports  of  pos- 
sible Chinese  transfers  of  missile  technology  to  Syria  or  Iran  have 
any  basis  in  fact. 

Ms.  Davis.  At  this  point,  I  would  have  to  say  that  we  are  looking 
into  that  and  reviewing  the  evidence,  and  ask  that  the  committee 
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discuss  this  with  the  intelligence  community  more  specifically  on 
the  questions.  I  am  not  in  a  position  now,  in  open  testimony,  to  say 
any  more. 

Senator  Lautenberg.  OK.  If  China  in  fact  is  transferring  missile 
technology  to  Syria  and  Iran,  what  could  the  implications  for  secu- 
rity be  in  the  Middle  East?  What  about  Iraq? 

Ms.  Davis.  Well,  let  us  be  first  very  clear  that  the  Chinese  have 
told  us  that  they  are  going  to  adhere  to  the  missile  technology  con- 
trol regime,  which  would  prevent  the  transfer  of  technology  and 
missiles,  or  for  missiles  of  a  range  of  more  than  300  kilometers,  so 
that  is  the  first  point.  We  are  expecting  to  hold  them  to  that  prom- 
ise of  adherence. 

Senator  Lautenberg.  How  do  we  make  sure  they  are  telling  the 
truth? 

Ms.  Davis.  Well,  we,  as  we  said  earlier,  discuss  with  the  Chinese 
and  ask  them  to  provide  us  with  evidence  that  they  are  not  making 
that  transfer,  and  then  by  our  own  means  watch  very  carefully  as 
to  what  is  happening,  and  so  I  think  the  combination  of  those  two 
things. 

So  in  some  ways  it  is  a  hypothetical  question  you  are  asking  me, 
if  they  transferred  it.  One  of  the  reasons  that  we  support  and  have 
sought  to  gain  the  Chinese  adherence  to  that  regime  is  to  prevent 
such  activity  from  happening,  because  we  understood  the  implica- 
tions for  undermining  security  and  stability  in  that  very  critical 
part  of  the  world. 

Senator  Lautenberg.  Therefore,  I  would  urge  you,  with  the 
power  of  your  office,  to  make  sure  that  they  understand  that  we 
are  watching  them  and  that  there  is  an  awful  lot  at  stake.  There 
is  a  risk  to  the  business  that  they  might  obtain  as  a  result  of  ship- 
ping this  material,  transferring  this  material  against  all  under- 
standings. There  has  to  be  a  price  to  pay  for  violating  agreements, 
an  economic  price  to  pay,  and  if  you  look  at  what  is  happening  with 
trade  with  Cnina,  they  ought  to  have  some  understanding  of  what 
the  consequences  of  deceiving  us  on  this  might  be. 

Ms.  Davis.  We  have  made  that  point.  I  have  made  it  here  today 
a  number  of  times.  I  hope  they  are  hearing  that  message. 

Senator  Lautenberg.  Thank  you  very  much.  The  chairman  may 
want  to  continue  the  hearing.  I  have  finished  my  business,  so  we 
will  stand  in  recess  for  5  minutes,  and  Madam  Under  Secretary, 
I  do  not  know  whether  you  are  stuck  to  the  chair,  but  I  cannot  re- 
lease you  at  this  time. 

[A  brief  recess  was  taken.] 

el  SALVADOR 

Senator  Leahy.  The  committee  will  be  back  in  session.  I  talked 
earlier  about  El  Salvador.  I  am  not  suggesting  that  all  of  the  atroc- 
ities were  on  one  side  in  El  Salvador  by  any  means.  There  were 
atrocities  on  both  sides. 

But  by  all  accounts  I  have  seen,  the  El  Salvador  military  was  re- 
sponsible for  85  percent  of  the  human  rights  atrocities.  And  the 
military  was  the  only  side  getting  U.S.  foreign  aid. 

The  administration  has  requested  $2.7  million  in  military  aid  for 
El  Salvador  for  1994.  I  assume  there  is  some  rationale  for  this. 
Frankly,  I  do  not  see  it.  I  cannot  understand  it.  And  for  the  life 
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of  me,  I  could  not  understand  how  I  could  ever  support  it.  It  would 
be  a  lot  better  thing  to  do  to  compensate  the  families  of  the  victims 
of  human  rights  abuses. 

Ms.  Davis.  Part  of  the  process  of  reconstruction  and  reconcili- 
ation in  El  Salvador,  which  is  under  the  auspices  of  the  United  Na- 
tions, as  I  am  sure  you  know,  is  to  try  to  move  El  Salvador  out  of 
the  tragedy  and  the  conflict  of  the  past  and  to  forge  a  basis  for  de- 
mocracy and  for  economic  development  and  reform. 

One  piece  of  that  will  be  to  bring  the  El  Salvador  military  into 
a  new  way  of  thinking  and  a  new  way  of  acting  in  that  country. 
And  we  see  this  small  amount  of  money  for  the  coming  year  on  the 
FMF  side  as  a  way  of  helping  in  the  training,  the  equipping  of  that 
new  smaller  military. 

It  would  be  conditioned  on  the  carrying  out  of  the  reforms  that 
are  part  of  the  peace  process  and  part  of  the  United  Nations  proc- 
ess. 

And  just  as  you  know,  we  have  withheld  the  funding  in  this  year, 
pending  the  carrying  out  of  those  reforms  and  those  recommenda- 
tions. So  I  would  ask  your  support  for  a  very  small  amount  of 
money  in  this  transition;  also  to  say  that  some  of  the  activities  that 
have  been  on  the  foreign  military  programs  of  the  past,  the  demobi- 
lization and  the  retraining  of  those  in  the  military  will  now  be  sup- 
ported on  the  economic  support  side  of  our  proposed  budget  for  El 
Salvador. 

Senator  Leahy.  You  know  we  had  a  demobilization  and  transi- 
tion fund  that  was  to  help  excombatants  on  both  sides  in  El  Sal- 
vador try  to  make  a  transition  to  civilian  pursuits,  because  we  as- 
sumed that  the  army  would  be  cut  in  size.  I  have  a  lot  of  respect 
for  some  of  the  efforts  President  Christiani  has  undertaken  and  I 
realize  that  if  he  is  going  to  be  cutting  the  army,  he  has  got  to 
know  these  people  are  going  somewhere. 

At  the  same  time,  we  want  to  do  something  to  encourage  the 
FMLN  to  come  in  and  take  on  civilian  pursuits.  I  did  not  want 
what  happened  in  Nicaragua,  where  you  had  Contras  and  Sandi- 
nistas suddenly  taking  up  arms  again. 

My  understanding  is  that  demobilization  funds  have  been  used 
to  buy  land  and  household  goods,  pay  for  scholarships,  vocational 
training  and  so  on.  That  part  of  the  whole  process  is  far  from  com- 
plete, yet  your  request  has  no  money  for  the  transition  and  demobi- 
lization fund  but  does  ask  for  $2.7  million  in  military  aid  for  El 
Salvador.  Many  of  the  military  people  that  the  Truth  Commission 
identified  as  human  rights  abusers  still  have  not  left. 

Maybe  I  just  do  not  understand  our  foreign  policy  well  enough 
in  El  Salvador.  For  years  we  substituted  a  covert  action  policy  for 
foreign  policy  down  in  that  part  of  the  world.  Maybe  we  are  still 
doing  it.  I  just  do  not  understand  it. 

Ms.  Davis.  Well,  the  same  goals  and  the  same  programs  that 
were  part  of  this  demobilization  and  training  fund  are  those  that 
we  would  like  to  support  on  the  economic  support  side  of  the  cur- 
rent budget  that  we  are  requesting  for  fiscal  year  1994. 

We  did  not  see  this  as  a  FMF-type  activity.  And  so  we  would 
wish  to  spend  up  to  $7.3  million  of  the  total  for  El  Salvador  on  the 
ESF  side  for  these  same  sets  of  activities  and  goals. 
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So  maybe  you  thought  that  in  the  presentation  that  we  had  given 
up  the  part  that  you  were  supporting,  but 

DEMOBILIZATION  FUND 

Senator  Leahy.  Is  there  still  going  to  be  a  demobilization  fund. 

Ms.  Davis.  There  will  be,  but  we  would  like  to  support  that  out 
of  the  ESF  and  not  out  of  the  FMF  side. 

Senator  Leahy.  Well,  maybe  we  should  chat  about  this  one  a  lit- 
tle bit  further,  because 

Ms.  Davis.  So  we  still  see  that  same  amount  of  funding  from  this 
year,  but  we  put  it  in  a  different  category.  And  there  may  have 
been  some  misunderstanding  as  to  how  we  were  going  to  fund  it. 

Senator  Leahy.  Let  me  go  over  it  carefully,  because— just  so  you 
will  understand,  I  do  support  the  demobilization  fund 

Ms.  Davis.  And  so  do  L  And  it  is  just  in  a  different  account. 

Senator  Leahy  [continuing].  While  I  am  no  fan  of  the  military 
down  there. 

MOROCCO 

Since  1962,  we  have  given  Morocco  $900  million  in  grant  military 
aid  and  another  $400  million  in  military  aid  loans.  That's  $1.3  bil- 
lion in  military  aid  to  a  nation  that  certainly  faces  no  visible  exter- 
nal military  threat.  In  fact,  about  its  only  military  activity,  I  guess, 
is  fighting  to  prevent  the  independence  of  the  former  Spanish  Sa- 
hara. It  is  blocking  U.N.  referendum  among  the  indigenous  popu- 
lation. 

Now,  I  cannot  think  of  anv  way  that  I  am  going  to  stand  before 
a  Vermont  town  meeting  and  say  why  we  are  giving  aid  to  Morocco 
or  what  the  compelling  national  interest  is  in  another  $20  million 
aid  to  Morocco.  I  think  it  would  be  a  lot  easier  if  you  just  took  that 
out. 

Just  think  of  the  embarrassment  you  would  save  me.  Instead  of 
standing  up  there — and  somebody  asks  me  what  is  this  $20  million 
in  there,  and  for  me  to  say  I  have  absolutely  no  idea.  There  is  no 
reason  for  it.  There  is  no  logical  reason  for  it.  There  is  no  way  I 
can  support  it. 

And  somebody  says  yeah,  but  was  it  is  the  bill.  And  I  say,  yeah, 
I  guess  you.  It  would  be  a  lot  easier  for  me  to  say  all  the  same 
thing  about  it,  no  logical  reason  for  it  and  everything  else,  and  by 
golly,  I  took  it  out. 

Ms.  Davis.  Let  me  try  your  counterpoints  and  see  how  I  do.  Re- 
flecting on  the  fact  that  our  budgets  are  going  down  for  foreign  as- 
sistance, we  reflected  that  in  the  overall  amount  for  Morocco.  But 
here  is  the  case  for  why  we  would  wish  to  request  those  funds  for 
the  coming  year. 

If  you  think  about  security  in  the  new  world,  you  need  to  nar- 
rowly sort  of  look  at  a  country  and  where  it  sits  geographically.  It 
is  important  to  step  back  and  see  how  these  funds  and  that  country 
can  serve  our  overall  goals. 

In  that  regard,  Morocco  supported  the  international  community's 
efforts  in  the  gulf  war.  It  has  been  supporting  our  efforts  in  Sonia- 
lia.  It  has  been  supporting,  by  its  membership  in  the  Security 
Council,  the  processes  and  steps  toward  peace  in  the  Middle  East. 
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That,  to  me,  suggests  that  there  is  a  rationale  and  a  security  goal 
associated  with  the  request  for  funding  and  support  for  Morocco, 

Senator  Leahy.  You  do  not  think  virtue  is  its  own  reward?  We 
have  to  find  U.S.  tax  dollars  to  reward  them? 

Ms.  Davis.  It  is  not  just  a  reward.  You  said  that  once  before  and 
I  refrained  myself  from  coming  back 

Senator  Leahy.  I  have  not  refrained  myself  at  all  this  afternoon. 
You  should  not. 

Ms.  Davis.  It  is  not  a  reward.  How  you  build  a  partnership  and 
see  a  role  for  countries  in  this  new  world,  where  regional  conflicts, 
a  new  set  of  demands  and  issues  for  Americans  and  our  security 
large  around  the  world. 

And  when  Morocco  was  there  contributing  and  helping  and  peace 
keeping  in  Somalia,  where  American  forces  are  there  as  well,  when 
Morocco  is  contributing  to  steps  on  the  diplomatic  side  and  moving 
toward  peace  in  the  Middle  East,  that  is  a  partnership  and  a 
shared  role  in  the  international  community,  not  a  reward  simply 
for  actions  that  we  wish  to  support. 

Senator  Leahy,  Well,  let  me  say  that  it  is  conceivable  you  could 
convince  me,  but  I  would  not  bet  on  it. 

Ms,  Davis,  I  would  like  another  opportunity  before  you 

Senator  Leahy.  Of  course.  And  of  course,  my  committee  col- 
leagues would  have  to  go  along  with  me.  I  mean,  if  I  intend  to  take 
the  money  out  and  if  the  committee  wants  to  vote  to  spend  the  tax- 
payer's money  to  put  it  back  in  they  could  do  that. 

Ms.  Davis.  Well,  I  appreciate  the  chance  to  have  one  last  go  at 
you  before  you  make  your  final  vote. 

Senator  Leahy.  OK.  Ms.  Davis,  again  let  me  say  in  all  serious- 
ness, I  am  very  pleased  that  you  are  where  you  are.  I  think  it  re- 
flects credit  on  the  Clinton  administration.  And  I  do  look  forward 
to  working  with  you.  You  do  not  have  an  easy  job,  not  just  because 
you  have  to  convince  me  about  some  of  the  aspects  of  our  security 
assistance  program.  But  I  think  you,  like  I,  can  see  that  there  are 
far  more  problems  than  we  have  resources  or  abilities  to  affect. 

Much  of  it  is  going  to  be  a  case  of  picking  and  choosing  which 
are  the  ones  most  in  our  national  interest.  And  sometimes  the  reac- 
tion of  Congress  will  be,  perhaps,  reacting  more  to  either  constitu- 
ent or  lobby  pressure  than  U.S.  national  interests  and  that  is  not 
good.  Sometimes  the  same  happens  at  the  other  end  of  Pennsylva- 
nia Avenue. 

But  I  would  hope  that  all  of  us.  Republicans  and  Democrats  and 
the  administration  can  work  together  and  try  to  bring  the  overall 
foreign  aid  package  closer  and  closer  to  what  really  reflects  U.S.  in- 
terests and  the  interests  of  democracy  and  human  rights,  which 
really  is  what  we  stand  for  more  than  anything  else  as  a  nation. 
Thank  you. 

Ms.  Davis.  Well,  I  appreciate  that,  Mr.  Chairman.  I  look  forward 
to  working  with  you,  because  as  you  said,  the  problems  are  not 
only  very  difficult,  but  new  and  challenging  as  the  ways  we  think 
about  them. 

So  if  we  share  the  goals,  then  it  will  get  down  to  the  nuts  and 
bolts  and  work  out  the  programs. 
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Senator  Leahy.  Thank  you  very  much. 

There  will  be  some  additional  questions  which  will  be  submitted 
for  your  response  in  the  record. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 
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ADDITIONAL  COMMITTEE  QUESTIONS 

Military  Expenditures  and  Foreign  Aid:   Two  years  ago,  I  asked 
your  predecessor,  Ambassador  Bartholomew,  about  giving  aid  to 
governments  that  spend  excessive  amounts  of  their  own  budgets 
on  their  armed  forces.   He  said  "We  have  not  withheld  aid  to  a 
government  because  it  was  spending  too  much  of  its  budget  on 
the  mi  1 itary . " 

Developing  countries,  including  many  that  receive  our  aid, 
spend  over  $200  billion  on  their  military  forces  even  though 
many  of  them  face  no  real  external  threat.   Too  often,  the 
military  is  used  to  intimidate  and  harass  internal  opponents  of 
the  government.   At  the  same  time,  they  are  getting  aid  from  us 
to  pay  for  social  programs,  like  health  and  education. 

Why  should  we  give  security  assistance,  or  any  aid  for  that 
matter,  to  a  government  that  spends  more  that  necessary  on  its 
military?   Should  we  not  take  this  into  account  when  we  decide 
how  much  aid  to  give  to  that  country? 

Last  year  in  our  Committee  report  we  called  upon  the  Sl:ate 
Department  to  report  to  us  on  the  efforts  by  countries  that 
receive  our  aid  to  reduce  their  military  expenditures,  and  the 
efforts  of  the  administration  to  encourage  them  to  do  so.   What 
role  do  you  see  for  your  office  in  pressing  other  governments 
to  reduce  their  military  spending?   What  if  the  country  refuses? 


Answer :   Tlie  end  of  the  Cold  War  has  given  us  cause  to  reassess 
our  foreign  assistance  practices.   We  are  committed  to 
strengthening  democracy  and  civilian  control  of  the  military 
throughout  the  world  as  a  major  foreign  policy  objective.   In 
these  times  of  serious  resource  scarcity,  it  is  particularly 
important  that  public  expenditures  reflect  development 
priorities  and  that  non-development  expenditures,  including 
military  expenditures,  be  reduced  to  the  minimum  possible.   Our 
policy  includes  urging  the  fullest  possible  public  accounting 
for  all  military  expenditures  by  individual  governments.   We 
are  also  working  actively  with  our  OECD  partners  to  establish 
common  principles  and  guidelines  in  support  of  good  governance, 
including  the  objective  of  reducing  excessive  military 
expenditures.   Our  clear  goal  is  to  support  governments  which 
are  responsive  to  the  development  needs  of  their  citizens  and 
are  genuinely  committed  to  the  effective  use  of  development 
resources. 

Convincing  other  governments  to  reduce  their  defense  budgets, 
however,  presents  a  challenge.   Much  depends  upon  their 
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perception  of  the  internal  and  external  threats,  which  may 
differ  significantly  from  our  perception  of  the  threat  to 
them.   Democracy  and  good  governance  can  do  much  to  reduce 
internal  tensions  and  instability.   Regarding  external  threats, 
we  will  continue  our  efforts  to  work  bilaterally  and 
multi laterally  to  reduce  regional  tensions  where  ever  it  is 
appropriate  for  us  to  do  so. 

We  believe  that,  in  the  long  run,  reductions  in  arms  budgets 
will  follow  naturally  from  a  reduction  in  tensions. 

Democracy:   President  Clinton,  Secretary  Christopher,  Deputy 
Secretary  Wharton  and  AID  Administrator  Designate  Atwood  have  all 
said  that  supporting  democracy  and  human  rights  will  be  a  central 
goal  of  our  foreign  aid  program.   I  wholeheartedly  support  that. 

If  the  message  we  want  to  convey  is  that  we  support  democracy,  why 
not  announce  that  we  will  henceforth  give  military  aid  only  to 
democratic  governments,  or  to  governments  that  are  making  real 
efforts  to  become  democratic?   Why  should  that  not  be  our  formal 
policy  for  the  whole  world  to  know? 

Answer :   Building  democracy  is  a  fundamental  long-term  goal  of 

U.S.  foreign  policy.   By  strengthening  democracy  and  respect  for 

human  rights,  we  not  only  honors  the  values  upon  which  our  nation 

is  founded,  we  also  help  ensure  the  prosperity  and  security  of  our 

own  its  citizens.   The  Administration  proposed  more  than  $2.5 

billion  in  its  FY  1994  budget  for  democracy  building  programs. 

Democracies  make  more  reliable  partners  in  diplomacy,  trade,  arms 
agreements,  and  cooperation  on  global  environmental  protection. 
Democracy,  however,  cannot  be  imposed  from  above;  by  its  very 
nature,  it  must  be  built,  often  slowly,  at  the  grassroots  level. 
We  should  embrace  and  encourage  this  process  by  patient  support 
for  democratic  institution-building  around  the  world. 

In  determining  aid  levels  to  foreign  countries,  we  must  strive  for 
policy  coherence.   For  sound  foreign  policy  reasons  we  deal  with 
some  governments  that  are  less  democratic  than  we  would  like.   We 
may  sometimes  find  that  our  national  interest  is  served  by 
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providing  certain  kinds  of  aid  to  some  of  these  governments.   At 
the  same  time,  however,  continue  to  press  vigorously  to  help  these 
countries  build  more  democratic  regimes. 

Human  Rights:   If  human  rights  is  to  be  a  central  theme  of  this 
administration's  foreign  policy,  as  I  believe  it  should  be,  how  do 
you  plan  to  use  the  security  assistance  program  to  get  real 
progress  on  human  rights? 

How  will  the  Clinton  policy  differ  from  the  Reagan/Bush  policy  in 
this  respect?   Will  your  policy  be  to  require  specific,  measurable 
progress  by  governments  in  holding  human  rights  abusers  accountable 
before  you  give  security  assistance?   Or  will  the  same  old  promises 
to  correct  these  problems  be  enough  to  keep  the  aid  flowing? 

Answer :   Promoting  democracy  and  respect  for  human  rights  is  one 

of  the  fundamental  goals  of  U.S.  foreign  policy.   Promoting  and 

protecting  human  rights  and  basic  freedoms  honors  the  values  on 

which  our  nation  is  founded  and  helps  ensure  the  prosperity  and 

security  of  our  own  citizens. 

The  Administration  proposed  over  $2.5  billion  in  its  FY-94  budget 
for  democracy  building  programs.   In  the  security  assistance 
budget,  our  International  Military  Education  and  Training  (IMET) 
program  is  especially  valuable  in  exposing  foreign  military 
officers  to  our  views  on  respect  for  human  rights  and  democratic 
values.   Much  of  our  Economic  Support  Fund  (ESF)  budget  is  geared 
toward  prompting  human  rights  and  democracy  as  well. 

In  considering  whether  to  grant  security  assistance  to  a  country, 
the  United  States  will  need  to  balance  a  range  of  interests. 
Respect  for  human  rights  and  democracy  will  figure  greatly  in  our 
assessment.   As  we  our  decisions  evolve,  we  will  consult  closely 
with  the  Congress. 


ESF:   Economic  Support  Funds  are  part  of  what  we  refer  to  as 
"security  assistance."   Yet  much  of  this  money  is  used  for 
development  purposes,  and  does  not  really  belong  in  the 
category  of  security  assistance.   Are  you  looking  at  what  to 
do  with  ESF  in  the  future? 

Have  you  considered  establishing  a  small,  quick-disbursing 
foreign  policy  fund  for  the  State  Department  to  meet  political 
needs,  and  putting  the  rest  of  ESF  into  development  assistance? 
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Answer :   As  we  begin  the  process  of  redirecting  our  foreign 
policy  priorities,  we  are  reviewing  how  to  restructure  our 
security  assistance  programs  to  reflect  those  priorities.   We 
are  in  the  preliminary  stages  of  that  process  and  as  we  move 
towards  a  more  comprehensive  review,  we  will  work  with 
Congress  in  this  fundamental  undertaking  of  restructuring 
foreign  assistance  programs. 


Regional  Programs:   Please  provide  a  breakdown  of  the  proposed 
uses  of  each  ESF  and  FMF  regional  program.   What  will  the  funds 
be  used  for? 

Answer :   There  are  six  regional  programs:  The  Africa  Democracy 

Support  Program,  the  Africa  Regional  Military  Assistance 

Program,  the  Eastern  Caribbean  Program,  the  Latin  America  and 

Caribbean  Regional  Program,  Middle  East  Regional  Cooperation 

Program,  and  the  Southeast  Asia  Regional  Fund.   The  attached 

paper  describes  the  programs. 

AFRICA  DEMOCRACY  SUPPaR^,PBQGRAM 

The  Africa  Democracy  Support  Program  promotes  the 
advancement  of  political  pluralism  in  Africa  by  providing 
timely  and  appropriate  help  to  countries  undertaking 
fundamental  democratic  reforms.   Several  African  countries  have 
now  crafted  working  (if  still  fragile)  multi-party  democracies, 
while  others  are  embarking  on  the  process  or  considering  moves 
toward  democracy.   Reforming  countries  have  sought  our 
technical  and  material  support  in  these  efforts. 

Funding  helps  constitutional  development,  preparation  for 
and  holding  of  free  and  fair  elections,  establishment  of  new 
and  improvement  in  the  functioning  of  legislative  bodies,  and 
other  aspects  of  the  democratization  process.   The  fund  also 
assists  established  democracies  to  respond  to  destabilizing 
economic  emergencies,  and  offers  supplemental  assistance  to 
countries  newly  embarked  on  a  democratic  course.   Finally,  the 
fund  will  be  used  to  strengthen  important  democracy-building 
institutions,  including  an  independent  judiciary  and  a  free 
press. 

Objectives 

•  Advance  political  pluralism  in  Africa  by  providing  timely 
and  appropriate  help  to  countries  undertaking  fundamental 
democratic  reforms 

•  Provide  assistance  for  constitutional  development  and 
international  monitoring  of  free  and  fair  elections 

•  Assist  both  new  and  established  democracies  faced  with 
destabilizing  economic  emergencies  or  other  critical  needs 

•  Support  economic  reform  programs 
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status 

Through  the  Africa  Regional  Electoral  Assistance  Fund,  the 
democracy  support  program  has  provided  technical  assistance, 
training,  election  materials,  and  observers  for  elections  in  15 
countries,  including  major  efforts  in  Kenya,  Ghana,  Cameroon, 
Guinea  and  Senegal,   The  fund  also  provided  most  of  the  U.S. 
support  for  the  election  in  Angola.   It  has  also  provided 
critical  cash  transfer  support  for  new  democratic  governments 
in  Zambia,  Sao  Tome,  Cape  Verde,  Benin  and  Namibia. 

FY-94  Request 

The  proposed  FY  94  program  will  continue  to  provide  funding 
support  for  electoral  assistance  and  for  consolidating  and 
strengthening  new  democracies.   Emphasis  will  be  placed  on 
supporting  critical  government  operations  and  development  of 
democratic  institutions  and  political  infrastructure. 

Countries  eligible  to  participate  in  the  program  are: 
Angola,  Benin,  Botswana,  Burundi,  Cameroon,  Cape  Verde,  Central 
African  Republic,  Chad,  Comoros,  Congo,  Cote  d'lvoire, 
Djibouti,  Ethiopia,  Gabon,  The  Gambia,  Ghana,  Guinea, 
Guinea-Bissau,  Kenya,  Lesotho,  Liberia,  Madagascar,  Malawi, 
Mali,  Mauritius,  Mozambique,  Namibia,  Niger,  Nigeria,  Rwanda, 
Sao  Tome  and  Principe,  Senegal,  Seychelles,  Sierra  Leone, 
Swaziland,  Tanzania,  Togo,  Uganda,  Zambia,  and  Zimbabwe. 

Eligibility  to  participate  represents  no  automatic 
entitlement  to  funding  for  individual  country  programs. 
Funding  decisions  will  be  made  in  accordance  with  demonstrated 
need,  existing  legislative  restrictions,  and  policy 
considerations  that  include  the  status  of  democratization  and 
human  rights  within  the  eligible  countries. 

AFRICA  REGIOHAL  MILITARY  ASSISTANCE  PROGRAM 

With  the  end  of  superpower  competition,  U.S.  policy  and 
military  interests  in  Africa  have  been  redefined.   Contacts 
with  and  assistance  to  African  militaries  now  must  promote  a 
positive  military  role  in  democratization  and  respect  for  human 
rights.   As  African  military  establishments  are  often  too  large 
and  dominate  public  spending  in  impoverished  states,  the 
Regional  Assistance  fund  will  assist  these  militaries  in 
reducing  their  force  structures  and  provide  other  technical 
assistance  in  support  of  demobilization.   Additionally,  the 
fund  will  help  to  support  African  militaries  participating  in 
peacekeeping  operations  either  bilaterally  or  under  the 
auspices  of  regional  organizations,  such  as  the  Organization 
for  African  Unity  (OAU) . 

The  Africa  Regional  Military  Assistance  Fund  was  created  in 
FY  92  and  builds  on  the  very  successful  Africa  Civic  Action 
(ACA)  program.   The  fund  includes  the  three  elements  of  the  ACA 
program:  Military  Civic  Action  (MCA),  African  Coastal  Security 
(ACS),  and  Military  Health  Affairs  (MHA) .   The  MCA  program 
provides  material  and  technical  assistance  to  African 
militaries  engaging  in  infrastructure  construction  programs 
which  directly  benefit  the  civilian  populace,  such  as  roads, 
small  bridges  and  small  clinics.   The  ACS  program  assists 
African  navies  to  patrol  their  exclusive  economic  zones  more 
effectively,  to  gain  control  over  their  offshore  fisheries 
resources,  and  to  enforce  environmental  protection 
regulations.   The  MHA  program  provides  modest  quantities  of 
medical  equipment  and  supplies  to  African  militaries  for  use  in 
civilian  and  military  communities. 
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Objectives 

•  Assist  African  militaries  engaged  in  peacekeeping  activities 

•  Provide  technical  assistance  to  African  governments  seeking 
to  downsize  their  military  forces 

•  Improve  the  capability  of  African  militaries  to  protect 
natural  resources,  and  to  plan  and  implement  projects  that 
benefit  the  civilian  population 

Status 

The  Regional  Military  Assistance  Fund  continues  to  support 
the  sub-programs  of  the  Africa  Civic  Action  program,  and  is  a 
major  source  of  funding  for  peacekeeping  and  military  efforts 
at  downsizing  and  demobilization. 

FY  94  Request 

The  proposed  FY  94  FMF  Regional  Military  Assistance  Fund 
will  provide  non-lethal  military  assistance  for  use  in 
peacekeeping  efforts,  technical  assistance  to  African  countries 
seeking  to  downsize  their  military  forces,  and  modest  amounts 
of  military  assistance  to  key  countries  for  use  in  maintaining 
individual  or  collective  security.   It  will  also  provide 
building/engineering  materials  and  supplies  for  the  military 
civic  action  program,  medical  equipment  and  supplies  for  the 
military  health  program,  and  small  patrol  boats  and  associated 
spare  parts,  training  and  supplies  for  the  African  Coastal 
Security  program. 


Eligibility  to  participate  does  not  automatically  ensure 
funding  for  individual  country  programs.   Funding 
determinations  will  be  in  accordance  with  demonstrated  need, 
existing  legislative  restrictions,  and  policy  considerations 
that  include  the  status  of  democratization  and  human  rights 
within  the  eligible  countries. 

EASTERN  CARIBBEAN  PROGRAM 

With  their  deep  commitment  to  democratic  values  and  human 
rights,  the  seven  Eastern  Caribbean  (EC)  nations  (Antigua, 
Barbados,  Dominica,  Grenada,  St.  Kitts-Nevis,  St.  Lucia,  St. 
Vincent)  have  strong  U.S.  ties.   Their  small,  narrowly-based 
economies  are  highly  vulnerable  to  external  economic  forces, 
including  changes  in  U.S.  trade  policy  and  NAFTA.   Increasingly 
concerned  that  a  post-Castro  Cuba  will  divert  attention  and 
investment  away  from  them,  these  states  show  growing  interest 
in  renewed  trade  and  investment  links  with  Cuba.   Dislocations 
caused  by  efforts  to  diversify  and  liberalize  their  economies 
have  made  these  countries  more  vulnerable  to  narcotics 
trafficking. 

Existing  police  and  military  forces  cannot  match  resources 
available  to  narcotics  traffickers.   U.S.  assistance  is 
essential  to  the  Regional  Security  System  (RSS) ,  which  plays  a 
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key  role  in  fighting  narcotics  trafficking  and  in  disaster 
relief  or  counter-insurgency  operations.   The  stable 
environment  promoted  by  the  RSS  greatly  assists  the  continued 
advance  of  the  Eastern  Caribbean  states  as  market-oriented 
democracies . 

Objectives 

•  Promote  democratic  values,  respect  for  human  rights  and 
market-oriented  economic  development 

•  Enhance  anti-narcotics  efforts.  Coast  Guard  patrols, 
disaster  response  and  counter-insurgency  capabilities 

Status 

Security  assistance  to  maintain  U. S. -provided  equipment, 
coupled  with  frequent  joint  exercises,  has  increased  the 
capabilities  of  the  Regional  Security  System. 

FY  1994  Request 

Proposed  FY  94  FMF  would  help  to  sustain  U.S. -provided 
equipment  and  facilities.   This  support  is  vital  to  successful, 
coordinated  ground  and  maritime  patrols  for  narcotics 
interdiction  and  protection  against  possible  coups  or  similar 
disruptions.   The  IMET  program  would  provide  professional 
military  education  and  management  and  technical  training.   ESF 
would  support  structural  adjustment  programs  and 
market-oriented  economic  policies  emphasizing  private  sector 
growth. 

lATIH  AMERICA  AND  CARIBBEAN  REGIONAL  PROGRAM 

The  Latin  America  and  Caribbean  Regional  Program  uses 
economic  support  funds  to  consolidate  democracy  by  supporting 
projects  that  effectively  address  region-wide  issues.   Funds 
are  used  to  improve  the  administration  of  justice,  respect  for 
human  rights,  and  the  quality  and  availability  of  training  in 
criminal  investigation. 


•  Improve  the  administration  of  justice,  electoral  and 
legislative  processes,  and  human  rights 

•  Provide  training  and  technical  assistance  to  strengthen 
judicial  and  police  criminal  investigative  practices 

Status 

Ongoing  efforts  to  consolidate  and  strengthen  democracy  in 
the  region  have  underlined  the  need  to  improve  legal  systems, 
particularly  in  the  area  of  criminal  justice.   Projects  provide 
training  for  judges  and  other  judicial  personnel,  as  well  as 
technical  assistance  to  improve  the  operations  of  the  court 
system  in  more  advanced  developing  countries  such  as  Argentina, 
Brazil,  Chile,  Paraguay  and  Uruguay.   Other  programs  provide 
technical  assistance  and  training  to  support  municipal  and 
legislative  elections  and  support  the  work  of  the 
Inter-American  Institute  for  Human  Rights.   ESF  has  also  been 
provided  to  the  International  Criminal  Investigative  Training 
Assistance  Program  to  improve  the  criminal  investigation 
capability  of  police,  judges,  and  prosecutors  throughout  the 
region. 
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FY  1994  Request 

The  proposed  FY  94  ESF  request  would  continue  support  for 
democratic  initiative  programs,  providing  assistance  for 
elections  and  improved  human  rights  observance,  training  in 
judicial  administration,  and  financial  underpinning  for  the 
International  Criminal  Investigative  Training  Assistance 
Program  (ICITAP) . 


MIDDLE  EAST  REGIOMAL  COOPERATION  PRCXSRAM 


This  program  promotes  mutually  beneficial  cooperation 
between  Israel  and  neighboring  Arab  states.   Exchanges  aim  to 
strengthen  ties  by  demonstrating  that  peaceful  cooperation  can 
yield  tangible  benefits  to  all  involved.   The  program  focuses 
on  science  and  technology  exchanges,  and  complements  the 
ongoing  multilateral  peace  talks  on  regional  issues  such  as 
water,  the  environment  and  economic  cooperation. 

Objectives 

•   Encourage  Israeli-Arab  cooperation  through  scientific 
research  and  technical  exchanges 

St9tUS 

Continuing  regional  cooperation  projects  between  Israel  and 
Egypt  include  training  in  arid  lands  agriculture,  technology 
exchanges  in  agriculture,  study  of  marine  sciences  and  research 
on  infectious  and  vector-borne  diseases.   In  FY  92,  a  new 
project  was  initiated  to  promote  agricultural  cooperation 
between  Israeli  and  Moroccan  institutions.   This  is  the  first 
project  involving  an  Arab  country  other  than  Egypt,  and 
additional  projects  involving  other  Arab  countries  are  being 
considered . 

FY  1994  Request 

The  proposed  FY  94  ESF  program  will  continue  efforts  to 
promote  regional  cooperation  through  scientific  and  technical 
exchanges,  and  to  expand  the  number  of  countries  involved  in 
the  program. 

SOUTHEAST  ASIA  REGIONAL  PROGRAM 


The  U.S.  began  a  process  leading  toward  normalized 
relations  with  Cambodia  and  Vietnam,  and  improved  relations 
with  Laos,  after  the  signing  of  the  Cambodia  peace  accord  in 
1991.   The  UN  is  expected  to  conduct  democratic  elections  to 
form  a  new  government  in  Cambodia  by  August  1993.   We  upgraded 
our  relations  with  Laos,  through  the  appointment  of  a  U.S. 
Ambassador  to  Vientiane  in  July  1992.   The  U.S.  has  also 
permitted  U.S.  non-governmental  organizations  to  operate  in 
Vietnam,  allowed  exports  for  basic  human  needs,  and  permitted 
U.S.  firms  to  sign  contracts,  open  offices  and  conduct 
preliminary  studies.   Future  U.S.  steps  will  depend  on 
Vietnam's  continued  support  of  the  Cambodia  peace  process  and 
the  extent  of  its  cooperation  on  U.S.  POW/MIA  concerns. 

The  U.S.  has  important  humanitarian  and  strategic  interests 
in  Indochina.   We  have  worked  for  years  and  will  contribute 
more  than  $550  million  to  help  the  UN  bring  peace  and  democracy 
to  Cambodia  and  to  end  a  tragic  conflict  that  has  claimed  more 
than  one  million  lives.   Unless  the  newly-elected  government  is 
able  to  meet  the  basic  needs  of  an  impoverished  population 
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(including  the  350,000  recently  repatriated),  stabilize  the 
economy  and  rebuild  a  physical  and  social  infrastructure 
devastated  by  the  genocidal  policies  of  the  Khmer  Rouge  and 
more  than  two  decades  of  war,  Cambodia  will  be  mired  in  poverty 
and  civil  war  could  resume.   Substantial  assistance  for  the 
reconstruction  of  Cambodia  will  be  needed  to  promote  the  growth 
of  democratic  and  free  market  institutions,  and  to  prevent  the 
Khmer  Rouge  from  returning  to  power. 

We  see  resolution  of  the  Cambodia  conflict  as  a  first  step 
toward  our  objective  of  promoting  stability,  democracy  and 
economic  growth  in  the  region.   Depending  on  the  progress  of 
repatriation  of  displaced  Khmer  from  refugee  camps  in  Thailand, 
we  need  to  continue  support  for  the  Affected  Thai  Village  (ATV) 
program  which  seeks  to  alleviate  the  impact  of  these  camps  on 
Thai  villages  along  the  border. 

Objectives 

•  Sustain  Cambodia's  long-term  economic  and  political 
development 

•  Promote  democratic  values  and  human  rights,  and  help  to 
bring  peace  and  stability  to  the  region 

•  Obtain  Cambodia's  continued  cooperation  on  POW/MIA  matters 

•  Expand  cooperation  with  Laos  on  counter-narcotics  and 
POW/MIA  issues 

Status 

The  Southeast  Asia  Regional  Fund  was  created  in  FY  1993  in 
anticipation  of  increased  demand  for  U.S.  assistance  following 
the  Cambodia  peace  accords  and  the  normalization  and 
improvement  of  relations  with  other  countries  in  Indochina.   FY 
1993  funds  will  be  used  primarily  to  assist  Cambodia  in  its 
reconstruction  efforts,  and  for  the  Affected  Thai  village 
program. 

FY  1994  Request 

The  proposed  FY  94  ESF  program  would  support  the  UN 
settlement  plan,  assist  the  Cambodians  in  leadership  training, 
human  rights  education,  medical  aid  and  community  development, 
and  provide  additional  assistance  for  Cambodia's  long-term 
development  needs.   ESF  would  also  contribute  to  the  Affected 
Thai  Village  program. 

Arms  Sales  and  Military  Aid:   Last  year  Congress  cut  off  IMET 
for  Indonesia  because  of  that  government's  failure  to  take 
decisive  action  on  human  rights  after  the  November  1991 
massacre  in  East  Timor.   Last  month,  the  Clinton  administration 
sponsored  a  resolution  strongly  criticizing  Indonesia  at  the  UN 
Human  Rights  Commission. 

Now  we  learn  that  the  administration  is  considering  licensing 
commmercial  sales  of  military  eguipment  to  Indonesia. 
According  to  the  State  Department,  these  sales,  including 
lethal  equipment,  could  total  as  much  as  $80  million  this  year. 

We  have  also  heard  of  a  possible  transfer  of  F-5  aircraft  from 
Jordan  to  Indonesia,  which  would  also  require  a  license  from 
the  United  States. 

I  regard  both  these  transactions  as  completely  inconsistent 
with  the  Congressionally-mandated  cutoff  of  military  assistance 
to  Indonesia  in  light  of  its  human  rights  record. 
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I  believe  we  need  to  rethink  our  whole  military  aid-trade 
policy.   When  we  cut  off  aid  because  of  human  rights  problems, 
we  are  trying  to  send  a  signal.   If  we  then  sell  weapons 
through  the  back  door,  we  are  sending  the  opposite  signal.   Do 
you  agree  that  we  need  a  consistent  policy  on  arms  sales  and 
military  aid?   What  can  you  tell  me  about  the  administration's 
plans  to  license  military  sales  for  Indonesia?   Will  you 
consult  with  the  Congress  before  making  any  decision  to  go 
ahead  with  this? 


Answer :   We  believe  we  have  a  consistent  policy  on  arms  sales 
and  military  aid.   Both  are  instruments  of  foreign  policy, 
including  the  promotion  of  human  rights  and  support  for 
democracy  abroad.   But  their  natures  and  uses  are  significantly 
different.   Withdrawal  of  military  aid  can  be  a  potent  form  of 
pressure  on  countries  to  improve  human  rights  performance, 
since  it  deprives  them  of  valuable  assistance.   A  cut-off  of 
commercial  sales  from  the  U.S.  does  not  necessarily  put  such 
pressure  on  a  country,  since  equivalent  equipment  can  usually 
be  purchased  from  non-U. S.  suppliers.   Then  the  only  pressure 
is  felt  by  U.S.  industries  that  lose  exports  and  by  U.S. 
workers  who  lose  jobs. 

The  U.S.  Government  has  not  imposed  a  total  cut-off  of 
commercial  U.S.  Munitions  List  exports  to  Indonesia.   Although 
human  rights  problems  certainly  exist  there,  some  efforts  are 
being  made  to  correct  them.   The  State  Department  evaluates 
applications  for  licenses  for  munitions  exports  to  Indonesia 
carefully  on  a  case-by-case  basis  including  review  by  the 
Bureau  of  Human  Rights  and  Humanitarian  Affairs  and  other 
relevant  bureaus  and  agencies.   The  Department  also  continues 
to  review  munitions  licensing  policy  and  procedures. 

As  you  know,  the  Administration  has  several  arms  cases 
currently  under  review,  including  a  Jordanian  request  to  sell 
F-5  aircraft  to  Indonesia.   Before  making  a  decision  on  this 
request,  we  will  consult  carefully  with  Congress. 

We  have  signalled  our  views  on  the  human  rights  situation  in 
Indonesia  quite  clearly  in  our  recent  sponsorship  of  a  UN  Human 
Rights  Commission  resolution.   We  continue  to  press  Indonesia 
hard  both  bilaterally  and  multilaterally  to  improve  its  human 
rights  record.   We  will  continue  to  do  this  in  an  effective 
manner  that  takes  into  account  our  other  important  economic, 
political  and  security  interests. 

7.   Non-proliferation  Fund:   Please  provide  a  detailed  budget 
justification  for  the  $50  million  Non-proliferation  Fund.   What 
are  the  specific  programs  to  be  funded,  at  what  amounts,  and  in 
support  of  what  program  objectives? 

Answer:   The  interagency  community,  led  by  the  Department  of 
State  proposes  a  $50  million  budget  for  a  four-part 
non-proliferation  assistance  program  which  is  currently  being 
reviewed  by  the  Appropriations  committees. 

o    $9.1  million  will  go  into  the 

Education/Training/Consultations  Program  to  help  educate 
officials  of  the  non-nuclear  FSU  states.  Eastern  Europe, 
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and  other  countries  of  proliferation  concern  about  pursuing 
non-proliferation  objectives  and  establishing  effective 
export  control  systems. 

o    $18.5  million  will  go  towards  Destruction/Conversion 
Programs  designed  to  make  available  U.S.  expertise  and 
direct  funding  where  necessary  to  a  number  of  countries 
willing  to  accept  and  implement  our  key  non-proliferation 
objectives  --Chemical  Weapons  Convention  (CWC) ,  and  the 
Nuclear  Non-proliferation  Treaty  (NPT)--  but  which  do  not 
have  the  expertise  themselves. 

o    The  U.S.  needs  to  place  greater  emphasis  on  policing  and 

ultimately  curtailing  black  market  trade  in  weapons  of  mass 
destruction  (WMD) -related  materials.   Therefore  $6  million 
has  been  dedicated  to  the  Enforcement/Interdiction  Program. 

o    Finally,  because  the  verification  of  international 

non-proliferation  regimes  is  becoming  increasingly  complex, 
the  U.S  will  expand  its  role  in  assisting  international 
agencies  — especially  the  International  Atomic  Energy 
Agency  (IAEA)--  to  ensure  compliance  with  these  regimes. 
$16.4  million  is  for  the  Safeguards  and  Verification 
Programs . 

I MET:   What  future  do  you  see  for  the  IMET  program? 
Specifically,  how  do  you  foresee  this  program  changing  over 
the  next  two  to  three  years,  both  in  terms  of  the  kinds  of 
programs  funded,  and  the  countries  that  receive  IMET  funds? 

Answer : 

o   As  a  low-cost  foreign  instrument,  we  consider  IMET  one  of 

the  most  effective  components  of  our  security  assistance 

program.   It  is  a  program  that  for  a  relatively  modest 

investment  can  make  a  big  difference  in  access,  and  the 
role  of  the  military  in  its  society. 

o    IMET  is  evolving  and  the  program  has  taken  new  directions 
in  response  to  the  changing  global  political  scene. 
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We  have  begun  new  programs  and  increased  existing 
programs  for  Eastern  Europe  and  the  former  Soviet 
Union  to  encourage  their  continued  transition  to  a 
democratic  society  with  an  apolitical  military. 
We  are  ramping  down  IMET-eligible,  high-income 
countries  from  traditional  Cold  War  levels. 
We  are  implementing  the  expanded  IMET  initiative  to 
train  civilians  and  military  leaders  in  responsible 
resource  management,  understanding  the  principle  of 
civilian  control  of  the  military,  and  improving 
military  justice  systems  and  procedures  in  accordance 

with  internationally  recognized  human  rights. 

f 
We  are  eliminating  IMET-funded  programs  designed  to 

maintain  technical  proficiency  on  U.S.  origin 

equipment  (e.g.,  pilot  training). 
Much  emphasis  is  put  on  the  formal  portion  of  the  IMET 
program  --  specifically,  courses.   However,  the  strength 
of  the  program  remains  the  informal/indirect  training 
provided  through  the  informational  program.   The  objective 
of  this  program  is  to  ensure  that  the  students  acquire  a 
balanced  understanding  of  U.S.  society,  institutions, 
ideals,  and  to  increase  the  student  awareness  of  basic 
issues  involving  internationally  recognized  human  rights. 
This  important  IMET  adjunct  is  accomplished  through  visits 
to  private  homes,  local  industries,  cultural  exhibits, 
civic  activities,  and  so  forth. 

As  IMET  evolves,  it  will  emphasize  programs  in 
professional  military  education,  courses  which  support  the 
initiatives  begun  through  the  expanded  IMET  initiative, 
and  training  which  encourages  democratization. 
IMET  is  an  investment  in  ideas  and  people  which  has  had  an 
overall  positive  impact  on  the  numerous  people  trained 
under  the  program.   We  believe,  resources  permitting,  that 
this  investment  should  be  extended  to  as  many  countries  as 
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possible.   IMET  is  a  tool  which  can  present  an  alternative 
to  key  foreign  military  and  civilian  leaders. 

Landmines :   According  to  information  I  have  received,  two  years 
ago  the  South  Korean  Government  obtained  an  LOA  (Letter  of 
Agreement)  for  the  purchase  of  anti-personnel  landmines  valued 
at  $155  million  from  a  U.S.  company.   However,  the  deal  was 
reportedly  canceled  by  the  U.S.  Army  in  June  of  1991  because 
the  South  Korean  Joint  Chief  of  Staff  did  not  assign  a 
sufficiently  high  priority  to  the  purchase  and  the  funds  were 
not  available.   Would  you  verify  whether  this  is  correct? 

What  other,  if  any,  LOAs  for  the  purchase  of  U.S.  manufactured 
anti-personnel  landmines  have  been  cancelled  since  1990,  and 
for  what  reason? 

What  inquiries  from  other  countries  for  the  purchase  of  U.S. 
manufactured  anti-personnel  landmines  has  the  Administration 
received  since  1990?   Did  any  sales  result  from  those 
inquiries,  and  if  so,  to  which  countries  and  for  what,  and  if 
not,  why  not? 

Answer: 

1.  Two  Letters  of  Offer  and  Acceptance  (LOA)  with  a  total 
value  of  $152.4  million  were  cancelled  because  the 
Government  of  Korea  (ROKG)  did  not  have  funds  to  finance 
the  purchase.   At  that  time,  Korea  indicated  it  was 
considering  developing  its  own  production  capability  as  an 
alternative. 

2.  Other  LOAs  for  the  purchase  of  U.S.  manufactured 
anti-personnel  landmines  that  been  canceled  since  1990  are: 

a.  Canada  -  cancelled  by  Canada. 

b.  Taiwan  -  authorization  for  sale  withdrawn  by  USG. 

c.  United  Kingdom  -  cancelled  by  UK  (M86  mines). 

3.  Inquiries  regarding  the  sale  of  anti-personnel  mines 
received  by  the  Administration  since  1990  are: 

a.  Colombia  -  Sale  of  M18A1  mines  for  cbunternarcotics . 

b.  Italy  -  LOA  not  requested  (no  reason  given) . 

c.  Saudi  Arabia  -  Sale  of  M18A1  mines  for  national 

defense. 

d.  The  Netherlands  -  Sale  blocked  by  moratorium. 

e.  United  Kingdom  -  LOA  not  requested  (no  reason  given) 

(MlBAl  mines) . 


451 


Q.   China's  nonproliferation  commitments.   Please  provide  the 
subcommittee  with  a  statement  of  what  the  Administration 
perceives  as  the  commitments  made  by  the  People's  Republic  of 
China  regarding  the  Missile  Technology  Control  Regime  and  the 
nonprolif eration  of  weapons  of  mass  destruction.   Please 
include  an  administration  assessment  of  China's  record  of 
compliance  with  these  commitments. 

A.   China  agreed  in  November  1991  (effective  in  March  1992)  to 
observe  the  current  Missile  Technology  Control  (MTCR) 
Guidelines  and  parameters.   This  agreement  was  affirmed  in  a 
letter  from  Foreign  Minister  Qian  to  Secretary  Baker,  in  which 
China  agreed  this  MTCR  commitment  applied  specifically  to  sales 
of  M-9  and  M-11  missiles.   By  agreeing  to  adhere  to  the  MTCR 
Guidelines,  China  agreed  to  control  the  export  of  missiles 
capable  of  carrying  a  payload  of  500  kilograms  a  distance  of 
300  kilometers  —  and  of  related  equipment  and  technology. 
Such  missiles  include  the  M-9  and  M-11  missiles.   We  are 
monitoring  very  carefully  reports  that  China  may  have 
transferred  M-11  missiles  to  Pakistan.   To  date,  we  have  not 
determined  that  China  has  engaged  in  activity  inconsistent  with 
its  MTCR  commitments. 

China  is  a  party  to  the  Biological  Weapons  Convention  and  is  an 
original  signatory  of  the  Chemical  Weapons  Convention,  which  we 
expect  to  enter  into  force  in  1995.   We  have  no  reason  to 
believe  that  China  has  transferred  technology  or  organic 
materials  intended  for  the  development  of  biological  weapons. 
We  are  concerned,  however,  that  China's  export  control  system 
is  inadequate  to  prevent  the  unauthorized  export  of  dual-use 
chemical  precursors  to  countries  of  proliferation  concern, 
where  they  may  be  diverted  to  CW  use. 

China  also  is  a  party  to  the  Nuclear  Nonprolif eration  Treaty 
(as  of  1992).   As  an  NPT  party  China  has  assumed  an  obligation 
not  to  export  nuclear  facilities  and  nuclear  materials  to 
non-nuclear  weapons  states,  except  under  International  Atomic 
Energy  Agency  (IAEA)  safeguards,  and  not  to  assist  any 
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non-nuclear  weapons  state  to  develop  nuclear  weapons.   Although 
China  has  reiterated  its  support  for  the  NPT,  we  are  concerned 
about  China's  continued  willingness  to  engage  in  nuclear 
cooperation  with  Pakistan  and  Iran,  even  under  IAEA 
safeguards.   We  hope  that  China  will  adhere  to  the  Nuclear 
Suppliers  Group  (NSG)  Guidelines,  which  include  fullscope 
safeguards. 

El  Salvador;   Why  are  we  asking  for  $2.7  million  in  military 
aid  for  El  Salvador,  when  the  military  was  responsible  for  85 
percent  of  the  human  righst  atrocities,  and  the  militray  has 
been  the  most  resistant  to  implementation  of  the  Peace  Accords? 
Would  not  a  better  use  of  this  aid  be  to  compensate  the 
families  of  the  victims  of  the  military's  human  righst  abuses? 

Answer:   It  is  essential  that  we  remain  engaged  with  the 

military  to  support  continued  reforms  and  restructuring  of  the 

armed  forces  and  their  peaceful  incorporation  into  democratic 

society.   We  already  have  a  large  aid  program  in  place  which 

provides  assistance  to  both  the  victims  and  the  participants  of 

the  war.   The  major  components  of  the  U.S.  assistance  program 

include:  Immediate  Conflictive  Zone  Relief  ($4  million); 

Assistance  to  Ex-Combatants  ($80  million);  Social  and  Economic 

Reactivation  in  the  Formerly  Conflictive  Zones  ($110  million) ; 

Land  Transfer  ($16  million);  Infrastructure  Service  Restoration 

($27  million);  Program  Audit  and  Management  ($13  million). 

El  Salvador  Demobilization  and  Transition  Fund;  How  do  you 
propose  to  fund  this  program  in  FY94?  Where  will  the  money 
come  from  and  in  what  amount? 

Answer:   We  expect  to  fund  $6  million  in  DTF  activities  to  come 

from  the  $90  million  requested  in  FY94  ESP  budget  for  El 

Salvador. 

Guatemala;   What  is  the  Administration's  position 
regarding  ESF  for  Guatemala  for  FY94?   Do  you  have  any 
plans  to  impose  human  rights  or  other  conditions  on  its 
release,  as  was  done  in  the  FY93  foreign  operations 
legislation? 

Answer;   The  Administration  has  not  included  any  request 

for  ESF  monies  for  Guatemala  in  the  FY94  Congressional 

Presentation  Document.   The  Administration  continues  to 
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support  Congressional  sentiments  included  in  last  year's 
foreign  operations  legislation. 

Guatemala;   Over  the  years,  the  US  National  Guard  has 
engaged  in  civic  action  programs  in  rural  Guatemala.   Is 
that  still  going  on?   Do  our  National  Guard  troops  carry 
out  these  activities  with  Guatemalan  troops? 

On  May  27,  in  the  wake  of  President  Serrano's  auto-coup, 

and  as  part  of  a  comprehensive  suspension  of  assistance  to 

Guatemala,  the  Administration  announced  the  suspension 

deployments  for  training  and  joint  military  exercises  in 

Guatemala. 

In  the  past  we  have  conducted  such  exercises  in  which 
soldiers  from  Army  Reserve  and  state  National  Guard  units 
conducted  engineering  and  medical  readiness  exercises  that 
involved  road-,  school-,  and  health  clinic-building 
projects  as  well  as  immunization  and  dental  hygiene 
efforts.   Those  activities  were  carried  out  together  with 
units  of  the  Guatemalan  military. 

Guatemala:   The  Guatemalan  Army  has  the  reputation  of 
being  one  of  the  worst  and  most  brutal  abusers  of  its  own 
people  in  all  of  Central  America.   Does  this  not  put  our 
stamp  of  approval  on  the  Guatemalan  military,  at  least  in 
the  eyes  of  the  Guatemalan  people  who  are  the  victims  of 
the  military's  abuses? 

As  the  State  Department  reported  in  the  1992  Country 

reports  on  Human  Rights  Practices,  the  military,  civil 

patrols,  and  police  continued  to  commit  a  majority  of  the 

major  [human  rights)  violations,  including  extrajudicial 

killing  and  disappearances. 

At  the  same  time,  the  government  successfully  prosecuted 
several  cases  involving  active  duty  soldiers  and  officers 
guilty  of  human  rights  abuses.   The  Adroinstration,  at  the 
time  it  suspended  military  assistance  to  Guatemala  in 
December  1990  because  of  concerns  for  human  rights  abuses, 
maintained  a  modest  International  Military  Education  and 
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Training  (IMET)  program  and  continued  to  schedule  a 
limited  number  of  joint  military  exercises  annually. 
The  Guatemalan  government  and  guerrillas  are  negotiating  a 
human  rights  accord  as  part  of  talks  to  end  the 
33-year-old  conflict.   The  Secretary  firmly  supports  the 
peace  process  and  a  negotiated  settlement.   Resolution  of 
the  conflict  is  essential  to  reducing  the  number  of  human 
rights  abuses  and  the  polarization  of  Guatemalan  society. 

Honduras :   Honduras  is  a  poor  country  and  I  admire  President 
Callejas  for  what  he  has  tried  to  do  to  help  his  people.   I  have 
tried  to  get  scarce  economic  and  development  aid  for  Honduras. 
But  military  aid  is  different.   According  to  the  State  Department, 
human  rights  abuses  by  the  Honduran  security  forces  go 
unpunished.   You  want  $1.5  million  in  military  aid.   Why?   What  is 
the  military  threat  to  Honduras  that  justifies  U.S.  military  aid? 

Answer :   Honduras  is  a  close  friend  and  staunch  ally.   Overall 
U.S.  assistance  levels  have  fallen  substantially  since  the  1980's, 
concurrent  with  the  reduction  in  regional  tensions.   US  assistance 
to  Honduras  is  primarily  economic:  development  assistance,  food 
aid,  and  economic  support  funds  total  approximately  $55  million  in 
FY  93.   The  $1.5  million  in  FMF  is  used  to  maintain  U.S.  origin 
equipment  and  spare  parts.   Approximately  1200  US  troops  on 
temporary  duty  train  at  the  Honduran  airbase  in  Soto  Cano  and 
conduct  civic  action  programs,  including  dental  and  medical 
clinics  and  road  building. 

US  foreign  assistance  to  Honduras  supports  efforts  to  strengthen 
and  deepen  democracy  and  uphold  the  rule  of  law.   A  special 
commission  created  by  President  Callejas  this  year  issued 
recommendations  on  police  and  judicial  reform  which  all  sectors 
of  Honduran  society,  including  the  military,  have  strongly 
supported.   We  are  pleased  to  see  the  commission's  efforts  to 
improve  the  human  rights  situation  in  Honduras  by  addressing  the 
problem  of  impunity  and  promoting  the  principle  of  civilian 
control  over  the  military. 
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Human  rights  abuses  by  Indian  security  forces  in  Kashmir  have 
reached  record  levels.   Whole  villages  have  been  burned  to  the 
ground.   The  atrocities  there  are  unspeakable.   Last  year  in 
our  Committee  report,  we  called  on  the  Indian  Government  to  at 
least  permit  the  International  Red  Cross  to  go  to  Kashmir  to 
provide  humanitarian  aid.   So  far,  the  Indians  have  refused. 

It  seems  to  me  we  have  reached  a  point  when  we  have  to  take 
stronger  action.   This  administration  has  said  it  gives  high 
priority  to  human  rights.   Why  should  we  give  the  Indian 
military  the  stamp  of  approval  that  implicitly  comes  with  our 
IMET  program? 

Answer:   The  Administration  is  deeply  concerned  about 
violations  of  human  rights  abuses  in  India  and  raises  the  issue 
regularly  in  high-level  discussions  with  Indian  officials.   We 
have  been  urging  the  Government  of  India  to  ensure  that  India's 
constitutional  protections  are  respected  in  practice,  including 
in  those  areas  where  security  forces  are  engaged  in  counter- 
insurgency  activities.   We  continue  to  press  India  to  permit 
international  human  rights  and  humanitarian  organizations 
unfettered  access  to  Kashmir,  noting  that  such  openness  is  in 
keeping  with  India's  democratic  traditions. 

We  believe  that  since  our  intensified  dialogue  on  human 
rights  began  last  year,  the  GOI  has  come  to  recognize  that 
human  rights  are  an  issue  of  concern  to  the  international 
community.   This  recognition  resulted  in  an  invitation 
to  Amnesty  International  to  visit  New  Delhi  (the  first  in  14 
years)  and  discussions  with  ICRC.   In  addition.  Prime  Minister 
Rao  has  submitted  legislation  to  the  Parliament  to  create  a 
National  Human  Rights  Commission. 

Nevertheless,  we  believe  that  India  needs  to  make  further 
progress,  and  we  will  continue  to  press  its  government  to 
provide  human  rights  training  to  security  forces  and  police, 
investigate  alleged  abuses  promptly  and  impartially,  prosecute 
vigorously  where  the  evidence  warrants,  and  rely  less  on  state 
security  legislation,  particularly  where  no  emergency  exists. 
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The  Administration  favors  continuation  of  our  International 
Military  Education  and  Training  (IMET)  program  in  India. 
--  Our  program  helps  achieve  fundamental  U.S.  interests  in 

South  Asia  by  strengthening  military  cooperation  between  our 

two  countries. 
--  Our  small  program  trains  regular  Indian  Army  troops.   No 

assistance  is  provided  to  the  paramilitary  forces,  which  are 

under  Home  Ministry  jurisdiction  and  are  the  greatest  focus 

of  our  human  rights  concerns. 
--  Still,  IMET  can  influence  India's  human  rights  performance 

by  exposing  Indian  officers  to  fundamental  American  values, 

including  a  respect  for  human  rights. 

Mongolia :   What  specific  plans  do  you  have  for  ESF  in  Mongolia 
in  FY94? 

Answer :   We  plan  to  use  FY94  ESF  funding  to  provide  technical 

assistance  and  purchase  spare  parts  for  Mongolia's  antiquated 

coal  mines  and  power  plants.   Assistance  is  critical  to 

maintaining  the  energy  sector  through  Mongolia's  harsh  winters. 

Military  Aid  to  Morocco:   Since  1962,  we  have  given  Morocco 
$900  million  in  grant  military  aid  and  another  $400  million  in 
military  aid  loans,  or  $1.3  billion  in  military  aid  to  a  nation 
that  faces  no  visible  external  military  threat.   Its  only 
military  activity  is  in  fighting  to  prevent  the  independence  of 
the  former  Spanish  Sahara,  where  it  refuses  to  permit  a  UN 
referendum  among  the  indigenous  population.   I  hate  to  think 
what  most  Vermonters  would  say  if  they  knew  that.   What  is  the 
national  interest  that  is  so  compelling  that  we  should  give 
another  $20  million  in  military  aid  to  Morocco? 

Should  not  any  aid  be  linked  to  Morocco's  cooperation  with  the 
UN  plan  for  a  referendum  in  the  Western  Sahara? 

Answer :   We  have  long  viewed  the  Moroccans  as  a  friend  as  well 

as  a  moderate  and  constructive  force  in  a  turbulent  region. 

Morocco,  in  particular,  has  shown  a  willingness  to  use  its 

military  forces  in  support  of  shared  U. S . -Moroccan  interests. 

Two  examples:  Morocco's  deployment  of  forces  to  Saudi  Arabia 

during  the  war  against  Iraq  and,  more  recently,  to  Somalia  in 

support  of  Operation  Restore  Hope.   In  addition,  U.S.  forces 

enjoy  access  to  Moroccan  facilities  in  crises  as  well  as  for 

peacetime  training  under  a  1982  Transit  and  Access  Agreement. 
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COMSIXTHFLT  calls  periodically  at  Moroccan  ports  and  conducts 
naval  passing  exercises  as  well  as  AFRICAN  EAGLE,  a  major 
biannual  exercise  which  includes  an  amphibious  landing  as  well 
as  naval  and  air  training.   Morocco  also  occupies  a  strategic 
location,  situated  only  ten  miles  from  Europe,  across  the 
Straits  of  Gibraltar.   Finally,  the  bulk  of  our  military 
assistance  goes  to  maintain  existing  U.S. -origin  arms  and 
equipment  in  the  Moroccan  inventory,  not  for  acquisition  of  new 
weapons . 

Regarding  the  Western  Sahara,  there  is  currently  a 
cease-fire,  in  effect  since  September  1991,  between  Moroccan 
and  Polisario  forces.   Concerning  a  UN-sponsored  referendum  in 
the  Western  Sahara,  we  believe  that  Morocco  is  cooperating  with 
the  UN  Secretary  General's  efforts  to  implement  his  referendum 
plan,  as  the  President  recently  certified.   We  also  believe 
that  our  assistance  program  should  be  viewed  in  the  context  of 
our  overall  relationship  with  Morocco. 

Peru 
Question: 

Does  the  Administration  plan  to  reprogram  any  of  the  prior  year 
FMF  or  ESF  in  the  pipeline  for  Peru? 

Answer: 

Earlier  we  reprogrammed  unobligated  security  assistance  funds 

away  from  Peru.   We  do  not  have  any  further  plans  to  reprogram 

unobligated  Peru  assistance  at  this  time. 

Peru  has  $132.5  million  in  FY  91-93  Economic  Support  Funds,  of 
which  only  $30  million  is  obligated  and  in  the  pipeline  — 
leaving  $102.5  million  unobligated.   All  of  these  funds  are 
needed  to  meet  specific  program  commitments.   For  instance,  we 
have  pledged  $110  million  of  this  $132.5  million  to  the 
international  financial  Support  Group  for  Peru,  which  seeks  to 
facilitate  that  country's  reentry  into  world  financial  markets. 

The  amount  of  military  assistance  available  for  allocation  to 
Peru  has  been  sharply  reduced;   there  is  only  $6.2  million  in 
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FY  91  Foreign  Military  Financing  (FMF) .   Congress  has  already- 
rescinded  FMF  for  Peru  for  FY  92  and  FY  93. 

Thailand 

Q:   There  are  continuing  reports  that  tlie  Thai  military  is 
actively  involved  in  supporting  the  Khmer  Rouge  in  Cambodia, 
particularly  through  the  smuggling  of  diamonds  and  timber.   If 
this  is  true,  do  you  intend  to  go  ahead  with  plans  to  afford 
tlie  Thai  military  the  privilege  of  receiving  IMET  assistance? 

A:   From  information  available  to  us,  it  is  clear  that  the  Thai 
government  (RTG)  has  made  a  major  effort  to  implement  UNSCR 
792,  which  bans  export  of  logs  from  Cambodia,  and  has,  in  fact, 
gone  beyond  that  to  ban  the  import  of  sawn  timber  as  well. 
There  is  some  leakage  across  the  border  and  we  have  taken  this 
up  with  the  Thai  government,  which  appears  to  be  trying  to 
tighten  up  its  border  control.   Regarding  gems,  much  of  the 
mining,  including  in  KR-cont rol led  areas,  appears  to  have 
stopped  for  reasons  which  are  unclear.   The  Thai  government  has 
called  on  its  companies  to  honor  UNSCR  810  which  concerns  gem 
mi  ning . 

We  have  also  received  disturbing  reports  of  provision  of 
some  support  to  the  Khmer  Rouge  either  by  or  with  the  knowledge 
of  elements  of  the  Thai  military.   Although  it  is  difficult  to 
know  exactly  what  is  happening  in  the  border  area,  the  USG  is 
deeply  concerned  about  such  reports  and  has  raised  them  with 
both  the  Thai  government  and  military.   Both  the  RTG  and  the 
Thai  military  have  made  clear  that  any  such  provision  of 
assistance  would  be  a  violation  of  Thai  policy.   We  plan  to 
work  cooperatively  with  Thailand  on  this  issue.   In  the 
meantime,  we  believe  that  it  would  be  counterproductive  to  stop 
IMET  training  at  this  time. 

Security  Assistance  to  Tunisia:   You  propose  $2  million  in 
military  aid  for  Tunisia.   To  what  security  threat  does  this 
respond? 

Answer :   Tunisia  lies  between  an  unstable  Algeria  and  an 

erratic  Libya.   The  close  military-to-military  relationship 

which  has  developed  between  the  United  States  and  Tunisia  has 

allowed  the  U.S.  to  maintain  access  in  this  unstable  region  of 

the  world  and  yielded  substantial  benefits  to  the  U.S.  at  a 

minimal  cost. 


Tunisia  provides  training  opportunities  to  U.S.  forces.   In 
particular,  the  GOT  permits  U.S.  aircraft  to  conduct  low-level, 
live-fire  bombing  exercises  at  a  time  when  our  European  allies 
are  restricting  such  training  in  Europe.   We  also  conduct 
valuable  amphibious  landing  and  dissimilar  air  combat  exercises 
with  Tunisian  forces. 
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Exposure  to  U.S.  methods,  equipment,  and  personnel 
facilitated  Tunisian  participation  in  UNITAF  in  cooperation 
with  U.S.  forces  in  Somalia.   As  a  specific  example,  the  U.S. 
airlift  of  Tunisian  forces  to  Somalia  was  planned  by  Tunisian 
officers  trained  in  the  United  States. 


QUESTIONS  SUBMITTED  BY  SENATOR  INOUYE 

Q.   Alleged  Chinese  missile  transfers  to  Svria.  Iran.  Iraq,  and 
Saudi  Arabia.   According  to  last  week's  articles  in  The 
International  Herald  Tribune  and  The  New  ypcK  Times,  there  is 
recent  evidence  that  China  may  be  transferring  missile 
technology  to  Syria  and  Iran  as  a  quid  pro  quo  for  these 
country's  oil  supplies,  which  China  needs  in  increasing 
quantities  for  transport  and  industrial  fuel.   The  articles 
also  suggested  that  China's  missile  exporting  activities  may 
expand  to  Iraq  and  Saudi  Arabia. 

Can  you  inform  me  of  any  information  you  have  on  these 
allegations?   If,  in  fact,  these  reports  are  true,  what 
security  implications  would  this  have  for  the  Middle  East? 

A.   We  have  no  information  on  these  allegations  concerning  a 
barter  agreement  involving  oil  and  missile  technology.   If 
true,  such  a  transaction  could  have  serious  security 
implications  in  the  Middle  East.   If  the  transfer  involved 
technology  controlled  by  the  Missile  Technology  Control  Regime, 
the  parties  to  the  transaction  would  be  subject  to  U.S. 
sanctions  law.   We  are  attempting  to  determine  if  there  is  a 
basis  for  these  reports,  just  as  we  do  reports  of  any 
potentially  sanctionable  activity. 

2.   Israel  is  currently  excluded  from  access  to  a  variety  of 
U.S.  defense  systems  made  available  to  our  NATO  allies.   This 
contradicts  American  policy  to  maintain  Israel's  qualitative 
edge.   Do  you  agree  that  Israel  should  be  granted  status  equal 
to  NATO  allies?   What  is  your  view  toward  expanding  defense 
technology  cooperation  with  Israel  and  providing  it  with  the 
same  access  to  military  technology  that  we  furnish  our  closest 
NATO  allies?   What  specifically  can  the  U.S.  do  to  ease 
tensions  with  Israel  over  technology  transfer  issues? 

Answer :   Our  cooperation  with  Israel  in  the  area  of  defense 
technology  has  involved  some  of  our  most  advanced  technology, 
on  a  par  with  many  of  our  NATO  allies.   We  have  an  established 
record  of  defense  cooperation  with  Israel,  and  have  recently 
provided  advanced  weapons  systems  such  as  F-15  aircraft,  Apache 
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and  Blackhawk  helicopters,  and  Patriot  anti-aircraft  missiles. 
Joint  development  of  the  Arrow  anti-tactical  ballistic  missile 
further  solidifies  defense  ties.   This  administration  looks 
forward  to  continued  defense  cooperation  with  Israel.   Our 
longstanding  commitment  to  Israel's  security  and  to  maintain 
its  qualitative  edge  was  reaffirmed  by  President  Clinton  during 
Prime  Minister  Rabin's  visit  in  March.   We  will  continue  to 
evaluate  requests  to  release  specific  technologies  to  Israel  on 
the  basis  of  Israel's  security  needs  consistent  with  our  export 
controls.   The  United  States  and  Israel  engage  in  continuing 
consultations  on  how  to  maintain  Israel's  qualitative  edge. 

Middle  East  Proliferation:   What  specifically  can  the  U.S.  do 
to  block  attempts  by  Iran,  Syria,  and  Iraq  to  acquire  missile 
technology  and  chemical,  biological,  and  nuclear  weapons 
capability?   What  specific  steps  can  we  take  to  get  our 
European  allies  to  pursue  a  more  responsible  policy  on  arms 
sales? 

Answer :   The  Administration  is  deeply  concerned  about  the 

proliferation  of  WMD,  missiles,  and  related  technologies  to  a 

number  of  states.   We  are  working  closely  with  potential 

supplier  states  to  prevent  these  countries  from  acquiring 

WMD-related  materials  and  the  systems  to  deliver  them.   In 

addition  to  our  frequent  bilateral  discussions  with  potential 

supplier  states,  the  U.S.  is  a  leading  participant  in  the 

Nuclear  Suppliers  Group,  the  Missile  Technology  Control  Regime 

and  the  Australia  Group,  which  are  intended  to  stem  the  flow  of 

WMD  related  materials  and  missiles.   We  also  have  in  place 

legislation  that  provides  Cor  the  imposition  of  sanctions  or 

other  penalties  against  domestic  and  foreign  entities  that 

engage  in  various  proliferation  activities  involving  goods  or 

technology  related  to  arms,  WMD,  and  missiles. 

The  UN  maintains  a  vigorous  sanctions  regime  against  Iraq 
which  is  crippling  its  WMD  efforts.   In  addition,  the  Iran-Iraq 
Arms  Nonprolif  erat  ion  Act  pioliibits  the  transter  to  Iran  of  all 
US  Munitions  List  items  and  dual-use  items  that  require  an 
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individual  validated  license  for  export.   This  prohibition  has 
applied  to  Iraq  since  1990.   This  act  also  mandates  the 
imposition  of  sanctions  against  persons  or  countries  that 
"contribute  knowingly  and  materially"  to  efforts  by  Iran  or 
Iraq  to  acquire  destabilizing  numbers  and  certain  types  of 
advanced  conventional  weapons.   Items  on  the  US  munitions 
control  list  are  not  exported  to  any  states  included  on  the 
list  of  State  Sponsors  of  Terrorism.   This  pertains  to  the 
three  countries  that  you  mention.   Moreover,  all  three  are 
parties  to  the  NPT  and  have  concluded  full-scope  IAEA 
safeguards  agreements   Iraq  was  found  in  violation  of  the  NPT 
in  the  aftermath  of  its  defeat  by  the  UN  coalition.   We  also 
have  doubts  about  Iran's  commitment  to  the  NPT.   We  work 
closely  and  consult  frequently  with  our  European  allies  on 
issues  related  to  the  proliferation  of  WMD  and  missiles.   We 
also  hold  frank  exchanges  with  them  regarding  potentially 
destabilizing  arms  sales  to  countries  of  concern. 

20.  #4   What  is  the  current  status  of  the  Administration's 
review  of  non-proliferation  isues?   How  will  the  Administration 
reorient  its  approach  to  non-proliferation  issues  so  that  they 
differentiate  between  potential  technology  recipients,  focusing 
more  specifically  on  dangerous  regional  powers  such  as  Iran, 
Syria  and  North  Korea,  rather  than  the  current  catch-all 
approach  which  lumps  friends,  such  as  Israel,  in  with  the  rest? 

Answer :   The  Administration's  review  of  non-proliferation 
policy  is  now  in  its  final  stages.   It  is  clear,  however,  that 
the  non-proliferation  policies  of  the  United  States  will 
continue  to  apply  to  all  countries  that  engage  in  activities  of 
proliferation  concern.   Our  efforts  to  address  activities  of 
concern  in  the  Middle  East  will  not  impinge  on  our  ability  to 
maintain  Israel's  qualitative  edge. 


QUESTIONS  SUBMITTED  BY  SENATOR  McCONNELL 

Biodiversity:   In  FY  1991,  and  again  in  FY  1993,  Congress 
appropriated  $15  million  to  support  African  biodiversity  and 
wildlife  conservation  in  Africa. 
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Q:  What  has  been  the  response  of  African  governments  and 
militaries  to  this  program? 

A:  Many  African  governments  and  militaries  want  to  implement 

environmental  protection  and  other  types  of  nation-building 

programs.   More  biodiversity  project  proposals  were  submitted 

than  there  was  money  to  fund. 

Q:  What  has  been  the  response  of  African  environmental  groups 
to  this  program? 

A:  Responses  have  varied,  primarily  due  to  the  fact  that 

since  the  funding  is  FMF,  the  funding  must  go  to  the  host 

country  military  rather  than  to  other  government  ministries  or 

to  non-governmental  environmental  groups.   In  some  cases,  the 

projects  have  been  carefully  coordinated  with  outside 

environmental  groups  with  the  military  carrying  out  the  project 

on  their  behalf.   In  other  cases,  the  coordination  with  groups 

outside  the  host  governments  was  not  as  close,  with  the 

military  implementing  projects  in  support  of,  or  on  behalf  of, 

other  government  ministries  (e.g.  Ministry  of  wildlife  and 

Toiirirjm,  Ministry  of  Fisheri<='s,  Ministry  of  Forestry,  etc).   In 

no  case  of  which  we  are  aware  have  environmental  groups 

objected  to  the  funded  projects. 

BIODIVERSITY 

Q:  Will  any  of  the  funds  appropriated  in  FY  93  be  used  for 
equipment  to  support  or  enhance  projects  initially  funded 
through  the  FY  91  appropriation? 

A:  Yes.   In  the  cases  of  Botswana,  Namibia  and  Zimbabwe  FY  93 

funding  is  being  provided  to  support  equipment  (0-2 

surveillance  aircraft)  provided  through  the  FY  91  Biodiversity 

program.   In  the  case  of  Madagascar,  FY  93  funding  is 

permitting  the  implementation  in  another  part  of  the  country  of 

a  project  similar  to  one  funded  in  FY  91.   Additionally,  in  the 

cases  of  Guinea  and  Guinea-Bissau,  FY  93  Biodiversity  funding 

is  being  used  to  provide  support  for  patrol  boats  used 

primarily  for  fisheries  protection;  the  patrol  boats  themselves 

had  been  provided  earlier  by  the  U.S.  through  the  FMF-funded 

African  Coastal  Security  program. 


463 


Q:  Does  the  administration  anticipate  a  need  for  follow-up 
funding  for  spare  parts  and  equipment  upgrades  during  the 
coming  year? 

A:  Several  of  the  funded  projects  (equipment)  would  possibly 

benefit  from  sustainment  funding  in  the  future,  but  we  would 

envision  financing  them  with  non-earmarked  FMF  funding  which 

would  give  greater  flexibility  in  supporting  both  Africa  Civic 

Action  and  Biodiversity  program  projects. 


Kenyan  Support  of  Relief  Operations:   Has  Kenya  supported 
refugee,  emergency  relief,  and  humanitarian  operations  relating 
to  Somalia  and  Sudan? 


Answer :   Kenya  has  provided  extensive  support  for  relief 
operations  in  both  Somalia  and  Sudan.   The  scope  of  these 
operations  resulted  in  communications  problems  at  the  outset  of 
the  U.S.  military's  Operation  Provide  Relief  in  August  1992. 
These  problems  were  swiftly  resolved,  and  Kenya's  logistical 
and  administrative  support  of  both  Operation  Provide  Relief 
and,  later.  Operation  Restore  Hope,  has  been  excellent. 

Kenya  has  likewise  cooperated  extensively  with  United  Nations 
agencies  and  private  voluntary  organizations  engaged  in  relief 
efforts  in  southern  Sudan.   The  UN's  Operation  Lifeline  Sudan 
is  based  in  Kenya,  as  are  the  Sudan  programs  of  many 
non-government  organizations. 

Kenya's  response  to  the  massive  influx  of  refugees,  especially 
from  Somalia,  has  been  generally  good  and  in  accordance  with 
international  conventions  on  refugees.   The  Kenyan  government 
regards  the  refugee  population  as  a  considerable  burden  and  has 
made  it  clear  that  it  hopes  for  the  earliest  possible 
repatriation  of  refugees.   However,  the  Government  has  taken  no 
recent  actions  to  forcibly  repatriate  refugees  and  is 
cooperating  with  United  Nations  agencies  in  meeting  their 
humanitarian  needs. 
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Somalia/Regional  Cooperation:   With  the  U.S.  turning  over 
command  in  Somalia  to  the  United  Nations,  how  best  can  we 
encourage  countries  in  the  region  to  maintain  an  active  role  in 
facilitating  relief  efforts  for  neighboring  countries,  either 
directly  or  through  the  United  Nations? 

Answer :   Despite  the  turnover  of  Somalia  operations  to  United 
Nations  command,  we  will  remain  actively  engaged  with  countries 
of  the  region  in  support  of  international  relief  operations. 
There  is  considerable  evidence  that  Ethiopia,  Kenya,  Uganda  and 
other  countries  in  East  Africa  understand  that  it  is  in  their 
national  interests  to  cooperate  with  the  UN's  efforts  to 
promote  reconstruction  and  political  stability  in  Somalia.   The 
Ethiopian  leadership,  in  particular,  has  played  a  critical  role 
in  mediating  between  Somali  factions;  we  expect  that 
cooperation  to  continue.   Kenya  appears  interested  in  doing 
more  to  stabilize  its  border  with  Somalia,  and  we  are  exploring 
ways  to  assist  in  that  effort. 

As  the  United  Nations  Somalia  operation  establishes  itself,  we 
will  use  our  bilateral  leverage  with  regional  governments  to 
assure  maximum  cooperation. 

Narcotics  Trafficking  Control  Programs  in  the  Caribbean :   How 
has  U.S.  security  assistance  and  IMET  supported  the  efforts 
of  Caribbean  countries  to  undertake  drug  interdiction 
programs? 

Answer :   U.S.  security  assistance  and  IMET  programs  have 

enabled  Caribbean  countries  to  undertake  drug  interdiction 

programs  by  providing  them  with  the  equipment  and  training 

necessary  to  conduct  effective  counternarcotics  operations. 

These  operations  are  producing  notable  results.   To  cite  a 

few  examples,  in  September  1992  the  Antigua  and  Barbuda  Coast 

Guard,  acting  on  a  tip-off,  intercepted  a  yacht  and  seized 

1,100  lbs  of  cocaine.   In  February  1993  the  St.  Kitts  and 

Nevis  Coast  Guard  seized  a  Colombian  flag  vessel  carrying 

11,000  lbs  of  marijuana  and  arrested  the  nine  Colombian  crew 

members . 
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Equipment  provided  by  U.S.  security  assistance  includes 
such  items  as  boats,  vehicles,  spare  parts,  tools, 
communications  equipment,  and  fuel.   IMET  training  has 
covered  a  wide  range  of  required  skills,  such  as  equipment 
maintenance,  basic  military  education,  and  executive  officer 
management  training.   Without  outside  assistance  most 
Caribbean  nations  would  be  unable  to  maintain  drug 
interdiction  programs  at  an  effective  level  due  to  budget 
limitations  in  these  struggling  economies  and  lack  of  local 
training  capability.   Lack  of  capacity  to  conduct  effective 
counternarcotics  operations  increases  the  vulnerability  of 
the  fledgling  Caribbean  democracies  to  narcotics 
traffickers . 

Morocco's  Strategic/Security  Cooperation  with  U.S.:   Please 
provide  an  overview  of  Morocco's  cooperation  with  the  United 
States  on  strategic  and  regional  security  goals.   In 
particular,  what  role  has  Morocco  played  in  furthering  U.S. 
security  goals  in  the  Middle  East,  the  Mediterranean,  North 
Africa,  and  sub-Saharan  Africa? 

Answer :   Morocco  has  long  been  helpful  in  the  context  of  U.S. 

strategic/security  goals,  fully  sharing  our  concern  to  promote 

regional  peace,  stability,  and  development.   In  the  Middle 

East,  for  example,  Morocco's  helpfulness  was  evident  in  its 

decision  to  send  forces  to  Saudi  Arabia  during  the  war  against 

Iraq  and  in  its  support  for  our  Arab-Israeli  peace  efforts.   In 

addition,  U.S.  forces  enjoy  access  to  Moroccan  facilities  in 

crises  as  well  as  for  peacetime  training  under  a  1982 

U. S . -Moroccan  Transit  and  Access  Agreement.   Elsewhere,  in  the 

Mediterranean  and  North  Africa,  Morocco  is  supporting  our 

efforts  to  bring  Libya  to  account  for  the  Lockerbie  tragedy  by 

adhering  to  the  anti-Libyan  sanctions  imposed  by  the  UN 

Security  Council,  of  which  Morocco  is  currently  a  member.   In 

sub-Saharan  Africa,  Morocco's  support  of  U.S.  objectives  is 

evident  in  its  contribution  of  forces  to  Operation  Restore  Hope 

in  Somalia  and  in  its  efforts  to  promote  reconciliation  between 

the  Angolan  Government  and  UNITA. 
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QUESTIONS  SUBMITTED  BY  SENATOR  D'AMATO 

Turkey  '■      Last  year,  Turkey  received  its  aid  in  the  form  of 
loans,  instead  of  grants,  putting  it  on  par  with  Greece.   How 
would  the  Administration  view  a  continuation  of  this  principle 
this  time  around?   What  about  the  7-10  ratio  of  aid? 

Answer :   Both  Greece  and  Turkey  are  valued  allies  with 

legitimate  defense  and  economic  needs  which  we  recognize.   We 

hope  to  maintain  levels  of  assistance  which  reflect  our 

important  past  and  future  security  cooperation.   Unfortunately, 

with  today's  fiscal  restraints,  we  are  unable  to  continue  our 

FMF  grant  program  for  Turkey.   The  administration's  request  for 

assistance  for  FY9'1  reflects  what  Congress  actually  allocated 

for  these  two  countries  for  the  previous  year.   As  Secretary 

Christopher  has  said,  the  ratio  of  aid  between  Greece  and 

Turkey  has  been  at  7  to  10  since  1980.   The  Administration, 

therefore,  decided  that  its  FY94  FMF  request  should  reflect  the 

ratio  which  Congress  has  always  set  for  aid  to  Greece  and 

Turkey. 

22.  U2      What  is  the  status  of  the  Administration's 
non-proliferation  efforts  in  regard  to  Iran,  Syria,  and  North 
Korea?   I  am  very  concerned  at  their  ongoing  programs  to 
acquire  nuclear  weapons  and  other  weapons  of  mass  destruction. 

Answer :   The  proliferation  of  nuclear,  chemical,  and  biological 
v;eapons,  missiles,  and  advanced  conventional  weapons  poses  a 
growing  danger  to  the  security  of  the  U.S.,  its  forces,  and 
cillies.   The  Clinton  Administration  assigns  top  priority  to 
non-proliferation  and  recognizes  that  our  common 
non-proliferation  objectives  can  be  promoted  most  effectively 
through  mul t i-later a  1 ly  coordinated  policies  and  actions  such 
ns  the  Missile  Technology  Control  Regime  (MTCR) ,  Chemical 
Weapons  Convention  (CWC) ,  and  the  Biological  Weapons  Convention 
(BWC).   The  Nuclear  Non-proliferation  Treaty  (NPT)  is  the 
cornerstone  of  the  international  nuclear  non-proliferation 
regime  and  the  U.S.  is  actively  seeking  to  strengthen 
compliance  with  its  provisions  as  an  important  way  to  reduce 
the  risk  of  nuclear  proliferation.   We  are  closely  monitoring 


467 


countries  of  concern  in  conjunction  with  our  European  allies 
and  other  friendly  countries  to  discourage  them  from  acquiring 
nuclear  weapons  and  other  weapons  of  mass  destruction.   The 
U.S.  will  make  every  effort  to  achieve  the  NPT's  indefinite 
extension  at  the  1995  Conference. 

IRAN 

o    Iran's  pattern  of  procurement,  among  other  things,  has  led 
us  to  conclude  that  Iran  is  pursuing  a  nuclear  weapons 
program.   In  addition,  it  is  clear  that  important  elements 
of  the  Iranian  leadership  favor  long  term  development  of  a 
nuclear  weapons  capability. 

o    We  want  to  convince  Iran  that  its  efforts  to  improve 

political  and  economic  relations  with  the  rest  of  the  world 
--  and  its  access  to  dual  use  technology  and  other  forms  of 
technology--  will  fail  if  Iran  continues  to  seek  a  nuclear 
weapons  capability. 

o    We  have  been  urging  suppliers  not  to  engage  in  any  nuclear 
cooperation  with  Iran  --  even  on  benign  projects  --  as  long 
as  suspicions  persist  about  its  nuclear  intentions.   Our 
efforts  in  this  direction  have  been  largely  successful. 
Among  major  nuclear  suppliers,  only  China  and  Russia  are 
still  willing  to  undertake  significant  nuclear  cooperation 
with  Iran.   Both  countries  have  insisted  that  their 
projects  be  under  International  Atomic  Energy  Agency  (IAEA) 
safeguards.   Nonetheless,  the  U.S.  has  urged  them  not  to 
proceed  with  this. 

o   We  want  to  bolster  international  supervision  of  Iran's 

nuclear  program.   As  you  know,  we  have  supported  the  IAEA's 
plans  to  conduct  periodic  visits  to  nuclear  facilities  in 
Iran. 
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These  efforts  should  increase  awareness  in  Iran  that 
clandestine  activities  or  facilities  are  likely  to  be 
detected,  and  that  the  international  community  will  respond 
appropriately. 

NORTH  KOREA 

As  you  know,  the  UN  Security  council  recently  passed  a 
resolution  urging  North  Korea  (DPRK)  to  remain  in  the  NPT 
and  to  restore  full  cooperation  with  the  IAEA.   The  U.S. 
and  North  Korea  held  talks  in  New  York  on  the  nuclear  issue 
on  June  2  and  4.   We  raised  three  objectives  that  we  are 
continuing  to  pursue  which  reflected  the  consensus  of  the 
international  community: 

--North  Korea  should  remain  in  the  NPT:   a  near-term 
objective,  given  that  the  DPRK"s  withdrawal  could 
become  effective  as  early  as  mid-June.   We  think  they 
will  have  regional  safeguard  obligations  even  without 
NPT  membership  under  an  older  facility  agreement  with 
the  USSR. 


—  It  should  fully  Cooperate  with  the  IAEA:   This  will 
mean  allowing  the  IAEA  to  do  whatever  is  necessary  to 
clear  up  discrepancies  over  the  North's  declaration  of 
Plutonium  production;  to  complete  the  process  of 
instituting  safeguards;  and  to  maintain  them  in  an 
effective  manner. 

--It  should  implement  the  North-South  Denuclearization 
Declaration:   This  joint  declaration  includes  a  ban  on 
nuclear  reprocessing  and  uranium  enrichment 
facilities,  both  key  in  making  nuclear  weapons.   It 
also  will  require  a  credible  and  effective  bilateral 
inspection  regime. 
Finally,  the  DPRK  has  resumed  limited  cooperation  with  the 
IAEA  by  allowing  inspectors  to  visit  recently  and  conduct 
safeguards  related  activities. 
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Iranian  Rearmament:   Iran  is  rearming  on  a  massive  scale,  both 
in  nuclear  and  conventional  terms.   This  coupled  with  their 
preeminent  role  in  funding  and  sponsoring  terrorism,  what 
actions  are  the  Clinton  Administration  taking  to  slow  Iran's 
massive  armaments  campaign? 

Answer :   There  is  no  doubt  that  Iran  is  seeking  to  rearm  after 

the  eight-year  Iran-Iraq  war,  when  its  forces  were  badly 

depleted.   We  are  particularly  concerned  with  Iran's  efforts  to 

develop  or  acquire  weapons  of  mass  destruction,  the  missile  and 

other  systems  with  which  to  deliver  them,  and  other  weapons 

systems  which  could  threaten  regional  stability.   Iran's 

conventional  rearmament  is  also  of  concern,  and  because  of  its 

unacceptable  behavior  in  a  number  of  areas,  we  oppose  arms 

sales  to  Iran. 

We  will  continue  to  work  actively  to  block  Iran's  efforts 

to  obtain  WMD  and  other  destabilizing  weapons  systems.   To  this 

end,  we: 

Maintain  a  strict  policy  of  not  cooperating  with 

Iran's  nuclear  program,  even  for  peaceful  purposes; 

Urge  other  nuclear  suppliers  to  do  likewise; 
—    Prohibit  the  export  of  U.S.  military  items  and  other 

sensitive  dual-use  technology  to  Iran.   The  1992 

Iran-Iraq  Arms  Non-Prol if eration  Act  further  tightened 

our  controls  on  dual-use  items; 

Work  with  other  suppliers  to  urge  them  to  adopt 

similar  controls; 

Actively  oppose  third  party  transfers  of  destabilizing 

military  items  to  Iran. 

Q.   Alleged  Chinese  missile  shipments  to  Iran  and  Syria.   What 
can  you  tell  us  about  recent  reports  of  Chinese  missile 
shipments  to  Iran  and  Syria  in  return  for  oil?   What  is  the 
Administration  doing  about  this? 

A.   We  have  no  information  on  these  reports.   We  take  such 
reports  seriously,  and  we  are  attempting  to  determine  if  there 
is  a  basis  for  these  reports.   If  these  reports  were  true,  and 
the  transfer  involved  technology  controlled  by  the  Missile 
Technology  Control  Regime,  the  parties  to  the  transaction  would 
be  subject  to  U.S.  sanctions  law. 


470 


"Operation  Restore  Hope"-stvle  operations  in  Africa:   While 
"Operation  Restore  Hope"  in  Somalia  went  off  well,  what  other 
plans  does  the  Administration  have  for  similar  operations  in 
Africa.   I  am  interested  in  the  situation  in  the  Sudan. 
Despite  suffering  on  a  nearly  intolerable  level,  there  is 
nevertheless  an  ongoing  war  in  the  south  between  Sudanese 
Christians  and  the  radical  Islamic  government.   This  situation, 
were  we  to  involve  ourselves,  could  prove  to  be  very  similar  to 
the  situation  I  warned  about  in  Bosnia. 


Answer :   There  are  no  plans  for  operations  of  the  type 
undertaken  in  Somalia  at  this  time.   Of  course  the  political 
situation  in  Sudan  is  very  different  from  that  in  Somalia. 
There  is  a  functioning  central  government,  and  while  there  is 
an  unresolved  civil  war  and  lawlessness  and  banditry  in  areas 
of  the  country,  there  is  not  the  complete  chaos  of  Somalia. 

At  the  same  time,  we  are  very  concerned  about  the  increasingly 
appalling  humanitarian  situation  in  southern  Sudan.   This 
fiscal  year  we  will  provide  over  $67  million  in  assistance  to 
suffering  Sudanese,  and  our  continued  diplomatic  pressure  has 
had  some  success  in  gaining  access  for  relief  operations  in 
southern  Sudan.   The  key  to  improving  the  humanitarian 
situation  is  stopping  the  war. 

One  of  the  major  problems  recently  has  been  intra-SPLA 
fighting.   We  are  pressing  the  parties  to  agree  to  a  ceasefire 
and  a  pull  back  of  forces  to  allow  relief  operations  to  go 
forward. 

SUBCOMMITTEE  RECESS 

Senator  Leahy.  The  subcommittee  will  stand  in  recess  until  2:30 
p.m.,  Tuesday,  May  25,  when  we  will  hear  from  the  Honorable  J. 
Brian  Atwood,  Administrator  from  the  Agency  for  International  De- 
velopment. 

[Whereupon,  at  3:50  p.m.,  Wednesday,  May  12,  the  subcommittee 
was  recessed  to  reconvene  at  2:30  p.m.,  Tuesday,  May  25.] 


FOREIGN  OPERATIONS,  EXPORT  FINANCING, 
AND  RELATED  PROGRAMS  APPROPRIA- 
TIONS FOR  FISCAL  YEAR  1994 


WEDNESDAY,  MAY  26,  1993 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  9:30  a.m.,  in  room  SD-192,  Dirksen 
Senate  Office  Building,  Hon.  Patrick  J.  Leahy  (chairman)  presid- 
ing. 

Present:  Senators  Leahy,  DeConcini,  Lautenberg,  Feinstein,  and 
McConnell. 

AGENCY  FOR  INTERNATIONAL  DEVELOPMENT 
STATEMENT  OF  HON.  J.  BRIAN  ATWOOD,  ADMINISTRATOR 

opening  REMARKS  OF  SENATOR  LEAHY 

Senator  Leahy.  Grood  morning.  Today  we  welcome  J.  Brian  At- 
wood,  who  has  been  confirmed  as  the  administrator  of  the  Agency 
for  International  Development. 

Mr.  Atwood,  this  is  your  first  appearance  before  this  subcommit- 
tee and  I,  for  one,  am  delighted  to  have  you  here. 

As  I  stated  on  the  floor  of  the  Senate,  I  think  President  Clinton 
made  a  very,  very  good  choice  in  asking  you  to  take  over  AID.  I 
wish  you  all  the  best  in  that. 

You  have  an  extremely  difficult  job  ahead  of  you,  but  it  is  one 
where  I  believe  that  we  will  be  seeing  a  lot  of  you  here  before  the 
subcommittee,  both  formally  and  informally,  as  we  discuss  foreign 
aid  issues  with  you. 

I  would  like  to  mention  just  a  few  of  the  salient  issues  in  my 
mind.  I  have  given  a  number  of  speeches  on  the  Senate  floor  over 
the  last  couple  of  months  on  foreign  aid  reform,  and  how  I  would 
like  to  see  AID  reshaped.  The  most  recent  of  these  speeches  was 
last  week. 

I  tried  to  spell  out  my  own  views  on  foreign  aid  in  these  speech- 
es. I  suspect  that  your  legislative  staff  has  probably  added  them  to 
your  already  bulging  briefing  books.  I  mention  that  because  I  am 
committed  to  a  thorough  reform  of  how  the  United  States  handles 
foreign  aid  and  of  the  Agency  for  International  Development,  be- 
cause of  its  pivotal  role  in  carrying  out  foreign  aid. 

I  wrote  to  both  George  Bush  and  Bill  Clinton  last  fall  when  they 
were  Presidential  candidates.  I  urged  that  whoever  won  should  ini- 
tiate a  top-to-bottom  review  of  foreign  aid,  and  then  build  a  biparti- 
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san  consensus  of  how  foreign  aid  should  be  used  in  the  best  inter- 
est of  the  United  States  in  what  is  the  post-cold  war  era. 

I  think  that  we  are  at  an  historic  moment  in  international  rela- 
tions. We  now  have  the  biggest  change  in  international  relations 
since  World  War  II,  with  the  end  of  the  cold  war. 

United  States  foreign  aid  must  participate  in  that  change  if  it  is 
going  to  play  a  significant  role  in  America's  foreign  policy  as  we  go 
into  the  21st  century. 

But  success  in  a  reform  effort  is  not  necessarily  automatic.  I  am 
very,  very  concerned  about  the  pace  of  the  reform  effort,  at  least 
as  concerns  Congress.  We  do  have  a  role  in  this,  as  we  have  to  ap- 
propriate the  money,  and  we  see  very  little  happening. 

Now,  to  be  fair,  many  of  the  problems  in  AID  were  inherited  by 
this  administration,  and  there  are  some  very  serious  problems. 
Certainly,  the  changes  in  the  world  have  taken  place  with  amazing 
speed  over  the  last  two  or  3  years. 

The  administration  also  has  other  pressing  interests  which  de- 
mand its  attention.  But  the  reality  is,  the  changes  in  the  world 
have  already  taken  place  and  the  reform  is  now  needed. 

There  are  powerful  forces,  special  interests,  bureaucratic  inertia, 
turf  consciousness,  and  conflicting  views  on  the  purpose  of  foreign 
aid.  These  are  all  going  to  make  major  reform  difficult.  In  fact,  a 
long  delay  on  the  part  of  the  administration  naming  you  to  your 
position  has  slowed  the  effort.  I  think  it  is  going  to  take  a  sus- 
tained involvement  by  senior  members  of  the  administration,  in- 
cluding yourself,  and  the  leadership  here  in  the  Congress  to  stay 
on  course.  So  I  hope  we  are  going  to  be  engaged  very  soon  by  you 
and  your  senior  aaministration  colleagues,  or  there  is  going  to  be 
scant  hope  of  accomplishing  very  much  this  year. 

Even  changes  that  can  be  carried  out  without  new  legislation — 
and  there  are  some — are  still  going  to  need  strong  congressional 
support,  if  they  are  going  to  endure,  so  they  do  not  run  the  risk 
of  having  a  congressional  veto. 

Even  at  this  late  date  many  details  are  still  lacking.  I  am  still 
studying  the  President's  fiscal  1994  foreign  assistance  request,  and 
as  you  have  said,  it  is  a  first  step,  it  is  a  transitional  budget. 

The  President,  in  the  short  time  available  to  him,  did  try  to  keep 
turning  this  ocean  liner  of  foreign  aid  a  few  more  degrees.  He  is 
getting  it  closer  to  the  course  that  some  of  us  in  Congress  have 
thought  it  should  be  following  for  several  years. 

Let  me  state  this  as  sort  of  a  bottom  line.  I  believe  very  strongly 
that  this  has  to  be  the  last  foreign  aid  budget  reflecting  the  tradi- 
tional structure  that  we  are  going  to  see.  There  is  less  and  less 
support,  both  in  the  Congress  and  in  the  country,  for  foreign  aid. 
If  it  is  seen  to  simply  follow  the  rules  of  the  past,  which  do  not  re- 
flect the  needs  of  today,  and  certainly  do  not  respond  to  the  needs 
of  the  future,  if  that  is  seen,  we  are  not  going  to  have  foreign  aid 
bills,  and  we  should  not.  But  if  we  have  something  that  reflects  the 
real  needs  of  the  United  States  as  we  go  into  the  21st  century,  we 
are  going  to  be  a  lot  better  off. 

So  I  would  ask  you  to  speak  to  the  content  and  the  process  of 
the  reform  effort,  what  we  might  expect  during  the  next  few 
months,  your  thoughts  on  the  role  and  purposes  of  development  as- 
sistance that  have  reshaped  AID,  and  how  you  plan  to  reorient 
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your  policy  and  programs  in  more  focused  directions,  and  how  you 
are  going  to  implement  the  President's  fiscal  year  1994  develop- 
ment assistance  program. 

I  want  to  underscore  just  one  more  time,  that  the  world  has 
changed  more  dramatically  in  th6  last  3  years  than  I  can  remember 
anytime  in  my  lifetime.  In  many  ways,  while  we  have  gotten  rid 
of  grave  dangers,  we  face  new  ones.  However,  we  probably  face 
some  of  the  most  remarkable  opportunities  for  the  one  remaining 
superpower  on  Earth. 

We  should  be  looking  at  our  foreign  assistance  programs  as  well 
as  our  whole  foreign  policy  as  a  means  of  enhancing  the  security 
interests  of  the  United  States,  promoting  democracy  and  human 
rights  abroad.  But  to  do  so,  we  are  going  to  have  to  have  the  sup- 
port of  the  American  public.  In  foreign  assistance,  that  support  is 
not  there  now. 

I  think  it  would  be  tragic  if  the  United  States  were  to  suddenly 
give  up  its  role  as  the  leader  of  the  free  and  democratic  world.  That 
is  not  going  to  happen  this  year.  It  is  not  going  to  happen  next 
year.  But  it  could  very,  very  well  happen  within  this  decade,  if 
changes  are  not  made.  So  let  us  work  together  for  those  changes. 

Senator  Feinstein,  did  you  wish  to  add  anything? 

PREPARED  STATEMENTS 

Senator  FEINSTEIN.  Thank  you.  No,  Mr.  Chairman.  I  will  wait 
until  after  Mr.  Atwood's  statement  to  ask  some  questions.  I  ask 
that  my  prepared  statement  and  a  statement  by  Senator  D'Amato 
be  put  in  the  record  at  this  point. 

Senator  Leahy.  Without  objection. 

[The  statements  follow:] 

Statement  of  Senator  Dianne  Feinstein 

Thank  you  Mr.  Chairman. 

Mr.  Atwood,  I,  too,  would  like  to  thank  you  for  appearing  before  the  Subcommittee 
on  Foreign  Operations  today  to  discuss  the  U.S.  goals  and  strategies  for  encouraging 
sustainable  development. 

I  first  would  like  to  congratulate  you  on  your  new  role  as  Administrator  for  the 
Agency  for  International  Development.  As  we  are  all  aware,  AID  has  received  con- 
siderable criticism  for  its  poor  management  practices  over  the  last  two  years.  I  am 
hopeful  that  through  your  leadership,  and  through  discussions  such  as  the  ones  we 
are  having  today,  we  can  reinvigorate,  refine  and  refocus  AID. 

I  would  also  like  to  add  that  I  believe  the  subject  for  today's  hearing  is  very  timely 
and  appropriate.  As  we  know,  AID  was  established  in  the  early  1960's  and  was  de- 
signed to  accomplish  two  objectives:  spur  development  in  the  Third  World  and  hold 
the  line  against  Communism.  Now,  with  the  end  of  the  cold  war,  it  is  time  to  reas- 
sess the  goals  of  AID  and  to  define  its  mission  in  clear  terms. 

I  believe  a  renewed  foreigii  aid  program  should  concentrate  on  four  goals:  meeting 
basic  hiunan  needs,  promoting  democracy,  increasing  international  stability  and  en- 
couraging sustainable  economic  development. 

Regrettably,  part  of  the  problems  withir.  AID  has  been  a  result  of  continued  tin- 
kering by  Congress.  While  it  is  vital  for  Congress  to  monitor  the  various  agencies 
it  funds  with  detailed  scrutiny,  it  is  also  important  for  Congress  not  to  burden  these 
agencies  with  excessive  restrictions  and  shifting  guidelines.  I  believe  the  troubles 
with  both  AID  and  the  Space  Station  Freedom  emphasize  my  point. 

However,  the  manag;ement  and  leadership  of  AID  also  deserves  some  of  the  criti- 
cism. Criminal  convictions  of  AID  officials,  poor  strategic  planning,  and  shoddy  ac- 
counting procedures  have  dampened  the  spirit  and  efficiency  of  the  Agency.  I  am 
sure  that  you  are  trying  to  address  these  concerns,  and  I  hope  that  you  can  restore 
credibility  to  the  Agency. 
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Again,  thank  you  for  appearing  before  the  Foreign  Operations  Subcommittee 
today.  Now,  I  have  a  few  concerns  1  would  like  to  discuss  with  you  in  greater  detail. 


Statement  of  Senator  Alfonse  D'Amato 

Mr.  Chairman,  I  want  to  thank  you  for  scheduling  this  hearing.  I  am  pleased  to 
join  you  in  welcoming  Brian  Atwood  here  today.  I  remember  him  from  his  work  in- 
the  Carter  State  Department  and  am  well  acquednted  with  his  line  stewardship  of 
the  National  Democratic  Institute. 

Of  the  many  issues  he  must  face  upon  taking  over  the  helm  at  AID,  I  want  to 
stress  to  Administrator  Atwood  my  very  strong  interest  in  the  microenterprise  ac- 
tivities which  this  Subcommittee  has  promoted  since  the  Reagan  administration.  If 
he  is  not  familiar  with  this  program,  I  would  be  pleased  to  enlighten  him  on  the 
program  and  its  legislative  history  at  a  later  date. 

Microenterprise  activities — or  ensuring  the  access  to  credit  for  the  "poorest  of  the 
poor" — is  a  proven  means  of  providing  effective  help  to  people  in  the  Third  World 
who  need  it  the  most,  particularly  women.  In  fact,  studies  show  that  women  have 
a  central  role  in  developing  countries  in  establishing  the  grass-roots  foundation  for 
economic  growth.  Even  small  increases  for  women  in  access  to  financial  services  and 
education  provide  great  boosts  in  the  expansion  of  economic  opportunities  and  in  im- 
provements in  health  care  for  the  women  and  their  children. 

I  was  pleased  to  hear  Undersecretary  of  State  Wharton  state  during  a  recent  Sen- 
ate luncheon  that  one  of  the  goals  of  the  Clinton  administration's  review  of  AID  ac- 
tivities was  ensuring  access  to  credit  for  the  poor,  and  microenterprise  in  particular, 
as  part  of  the  major  thrusts  of  its  sustainable  development  activities.  It  is  hearten- 
ing after  all  of  these  years  of  struggle  to  hear  an  administration  official  speak  the 
same  language  as  some  of  us  up  here  when  it  comes  to  development  activities. 

I  look  forward  to  working  with  AID  and  Administrator  Atwood  on  this  issue.  I 
am  hopeful  that  under  this  administration,  AID  will  embrace  microenterprise  activi- 
ties, not  stiff-arm  the  intent  of  Congress  as  it  has  so  often  done  in  the  past. 

I  thank  the  chairman. 

SUMMARY  STATEMENT  OF  HON.  J.  BRIAN  ATWOOD 

Senator  Leahy.  Mr.  Atwood,  it  is  all  yours. 

Mr.  Atwood.  Thank  you  very  much,  Mr.  Chairman. 

I  certainly  want  to  echo  the  sentiments  that  you  have  just  ex- 
pressed, and  also  to  thank  you  for  your  support,  which  has  been 
un3delding  since  I  was  named  to  this  position,  and  even  before. 

We  have  had  a  long  relationship,  and  I  look  forward  to  intensify- 
ing that  relationship  as  we  work  together  to  try  to  make  the 
changes  that  are  necessary  at  AID  and  in  our  foreign  assistance 
program. 

You  made  several  points  about  U.S.  leadership.  I  can  assure  you 
that  we  are  intent  on  restoring  U.S.  leadership  in  this  field.  We  do 
not  necessarily  feel  confident  that  we  can  do  that  by  bringing  re- 
sources to  the  table. 

But  we  can  do  it  by  bringing  ideas,  and  people  are  still  very  in- 
terested in  what  those  ideas  are.  And  AID  can  be  very  instrumen- 
tal in  doing  that,  in  light  of  the  unique  capability  that  AID  has  de- 
veloped over  the  years. 

It  is  interesting  that  the  Agency  for  International  Development 
is  a  lot  less  popular  and,  certainly,  respected  in  this  country  than 
it  is  overseas. 

We  are  widespread  enough  and  have  done  enough  innovative 
work  in  the  development  field  to  be  real  leaders  within  the  develop- 
ment committee  of  the  OECD,  and  we  need  to  restore  that  by 
bringing  a  new  approach  to  development  to  that  committee. 

I  do  not  think  anyone  in  the  Congress,  Mr.  Chairman,  has  given 
more  detailed  recommendations  to  the  administration,  both  the  last 
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administration  and  this  one,  than  you  have.  We  very  much  appre- 
ciate those  recommendations,  and  I  can  assure  you  that  when  you 
see  the  Wharton  task  force  report  you  will  see  your  ideas  reflected 
in  that  report. 

You  mentioned  that  this  was  the  last  budget  you  want  to  see 
that  reflects  the  traditional  structure,  and  I  can  assure  you  that 
that  will  be  the  case. 

We  did  make  efforts  during  the  days  when  I  was  at  the  State  De- 
partment, to  try  to  make  sure  that  the  150  account  reflected  the 
new  Clinton  administration  approach  to  foreign  policy  and  to  devel- 
opment. A  lot  of  those  changes  were  made,  but  deeper  changes 
need  to  be  made  in  the  future. 

We  will  try  as  best  we  can  to  make  sure  that  those  changes  are 
accompanied  by  reform,  both  at  the  Agency  for  International  Devel- 
opment, and  within  the  administration,  generally. 

And  also,  after  we  have  indicated  our  good  will  by  starting  that 
reform  process,  we  will  come  back  to  you  and  ask  that  the  Foreign 
Assistance  Act  of  1961  be  reformed  as  well,  because  I  think  we  can 
only  go  so  far,  given  the  barnacles  that  exist  in  that  wonderfully 
creative  legislation  enacted  in  1961. 

But  now,  after  300  pages  of  various  amendments  for  various  good 
causes,  we  need  to  look  at  it  again  jointly  with  the  Congress  to 
make  those  changes. 

I  very  much  appreciate  the  fact  that  you  have  called  a  hearing 
not  just  to  look  at  the  1994  proposal,  but  that  you  have  asked  us 
to  stretch  our  brain,  and  to  talk  about  what  the  meaning  of  sus- 
tainable development  is. 

I  would  like  to  ask  that  my  whole  statement  on  this  subject  be 
put  into  the  record.  I  am  going  to  synopsize  it  and  discuss  certain 
aspects  of  it  from  a  personal  point  of  view  that  I  think  might  be 
of  interest. 

Mr.  Chairman,  we  are  living  in  a  time  of  enormous  and  exhila- 
rating change  at  home  and  abroad.  President  Clinton  has  chal- 
lenged us  to  embrace  change  in  every  facet  of  our  national  life,  to 
reinvest  in  ourselves,  and  to  reinvent  our  government. 

No  less  demanding  is  the  imperative  to  rethink  America's  role  in 
the  post-cold  war  world.  The  old  and  comfortable  concepts  of  na- 
tional security  and  national  interest  require  profound  redefinition 
as  we  cope  with  a  rapidly  changing  world.  We  need  new  tools  and 
new  ideas  to  address  the  global  challenges  America  will  face  in  the 
1990's  and  beyond. 

The  end  of  the  cold  war  has  surfaced  age-old  conflicts  and  endur- 
ing problems  as  well  as  a  new  set  of  profound  challenges  to  the 
global  community,  from  overpopulation,  to  global  climate  change,  to 
the  AIDS  crisis.  Issues  previously  submerged  by  cold  war  concerns 
have  captured  the  attention  of  an  increasingly  interdependent 
world. 

The  Agency  for  International  Development  has  a  central  role  to 
play  in  advancing  U.S.  interests  in  the  new  world  order.  To  step 
up  to  this  challenge,  the  Clinton  administration  is  fashioning  rec- 
ommendations for  a  new  mandate  and  a  new  focus  for  the  Agency 
in  the  1990's. 

I  have  been  working  very  closely  with  Deputy  Secretary  Cliff 
Wharton's  task  force  in  an  effort  to  produce  an  action  plan  for  re- 
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form,  not  another  study,  but  an  action  plan.  Together,  we  must 
forge  a  new  national  consensus  in  support  of  a  foreign  policy  that 
acknowledges  our  global  interdependence  and  our  responsibility  to 
future  generations. 

Let  me  briefly  describe  some  of  the  changes  that  I  envision  at  the 
Agency  for  International  Development.  First,  we  must  develop  a 
more  focused  set  of  priorities.  Broadly,  these  include:  democracy 
building,  sustainable  economic  development;  global  issues,  such  as 
environment  and  population;  and  humanitarian  concerns. 

We  must  demonstrate  how  and  why  these  priorities  are  in  our 
national  interest,  and  we  must  make  this  case  persuasively  to 
American  taxpayers  and  to  you,  their  representatives. 

Second,  we  must  manage  our  resources  to  maximize  results.  This 
means  less  focus  on  how  much  money  we  obligate  in  certain  areas, 
and  greater  attention  on  what  we  achieve  with  that  money  in  those 
areas.  Development  assistance  is  not  a  handout,  but  a  hand  up.  We 
must  maximize  our  efforts  by  working  with  those  who  want  to  help 
themselves. 

Given  budget  constraints,  AID  will  be  required  to  do  more  with 
less,  to  think  smarter,  not  richer,  to  lead  with  ideas,  as  well  as  re- 
sources. We  will  seek  to  leverage  our  development  efforts  by  work- 
ing more  closely  with  the  multilateral  banks,  international  organi- 
zations and  other  bilateral  donors. 

Our  technical  programs  and  pilot  projects,  for  example,  can  influ- 
ence much  larger  resource  transfers  from  the  multilateral  banks. 
AID'S  in-country  experience  and  analysis  can  help  other  donors  tar- 
get their  resources  more  effectively. 

Third,  our  development  assistance  programs  must  reflect  more 
emphasis  on  participation,  on  empowerment  and  on  democracy 
building.  Development  cannot  occur  in  a  political  vacuum. 

People  the  world  over  aspire  to  the  same  fundamental  opportuni- 
ties, to  gain  control  over  their  own  lives  and  their  own  destinies. 
Our  aid  programs  shall  work  more  closely  with  the  NGrO's  and 
PVO's  on  the  ground  to  help  people  realize  those  aspirations. 

The  subject  of  today's  hearing,  sustainable  development,  is  at  the 
heart  of  this  debate  and  at  the  core  of  the  new  AID  mission.  In  the 
6  years  since  the  Brundtland  Commission  popularized  the  phrase 
"sustainable  development,"  it  has  taken  on  myriad  meanings,  and 
has  been  invoked  in  many  contexts. 

Most  observers  will  agree,  however,  that  sustainable  develop- 
ment signifies  broad-based  economic  growth,  which  protects  the 
nonrenewable  natural  resource  base,  improves  the  quality  of  life  for 
current  generations,  and  preserves  that  opportunity  for  future  gen- 
erations. 

Our  job  at  AID  is  to  define  sustainable  development  in  pro- 
grammatic terms,  to  translate  this  phrase  into  concrete  action,  and 
to  produce  tangible  results. 

In  one  sense,  sustainable  development  has  been  AID's  traditional 
objective  for  decades,  to  help  countries  bring  about  balanced  eco- 
nomic growth  and  social  progress  through  development  of  indige- 
nous capacities  in  many  different  sectors,  each  reinforcing  and  sus- 
taining the  other. 

It  is  not  enough,  for  example,  only  to  immunize  a  child,  if  that 
same  child  cannot  look  forward  to  an  education  or  adequate  nutri- 
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tion  that  will  allow  him  or  her  the  opportunity  to  participate  fruit- 
fully in  economic  and  political  life,  or  if  the  economy  is  not  creating 
sufficient  jobs  to  permit  impoverished  parents  to  sustain  their  fam- 
ilies. Then  we  cannot  say  that  sustainable  development  occurred. 

Last  year's  Earth  Summit  in  Rio  de  Janeiro  highlighted  another 
and  equally  urgent  dimension  of  sustainable  development,  that  eco- 
nomic growth  and  environmental  stewardship  must  be  pursued  in 
tandem  if  we  are  to  avoid  catastrophic  overload  of  the  Earth's  car- 
rying capacity  in  the  next  century. 

Economic  growth  cannot  be  sustained  if  the  natural  resources 
which  fuel  that  growth  are  irresponsibly  depleted.  Conversely,  pro- 
tection of  the  environment  and  careful  stewardship  of  natural  re- 
sources will  not  be  possible  where  poverty  is  pervasive. 

The  linkage  between  economic  growth  and  environmental  health 
is  real  and  it  is  urgent.  Humankind  has  already  destroyed  10  per- 
cent of  the  world's  arable  land,  threatening  our  ability  to  feed  our- 
selves in  the  future. 

Tropical  rain  forests  are  being  burned  at  an  alarming  rate,  pro- 
viding short-term  benefit,  but  long-term  damage.  Greenhouse  gas 
emissions  have  altered  the  chemical  composition  of  the  Earth's  at- 
mosphere, posing  a  real  threat  to  human  and  other  forms  of  life 
through  global  climate  change. 

World  population  growth  has  a  dramatic  impact  on  economic  de- 
velopment and  environmental  degradation.  At  current  rates, 
human  population  will  triple  from  today's  5  Viz  billion  to  nearly  15 
billion  by  the  end  of  the  next  century. 

Uncontrolled  population  growth  threatens  to  undermine  the  best 
efforts  at  economic  development,  swamping  increased  productivity 
with  ever  larger  demands.  Uncontrolled  population  growth  deepens 
the  cycle  of  poverty,  forcing  more  and  more  people  to  focus  on 
short-term  survival  needs,  rather  than  longer-term  sustainability. 

Human  dignity  and  the  environment  are  the  victims.  The  Clinton 
administration  is  fully  committed  to  working  toward  stabilizing 
world  population  growth  through  bilateral  and  multilateral  assist- 
ance programs. 

Finally,  we  must  recognize  that  development  must  be 
participatory  if  it  is  to  be  sustainable.  Failure  to  recognize  the  im- 
portance of  popular  participation  in  economic  and  political  decision- 
making will  almost  certainly  undermine  any  long-term  develop- 
ment efforts. 

One  has  only  to  look  at  the  AID  resources  invested  in  Somalia 
to  understand  the  futility  of  trying  to  build  a  development  super- 
structure on  top  of  a  stagnant  political  order,  and  one  has  only  to 
look  at  the  cost  of  current  U.S.  military  participation  in  Somalia  to 
see  where  the  failures  have  led. 

I  want  AID  programs  to  become  more  focused  on  directly  empow- 
ering people  in  developing  countries  to  help  themselves  and  to  en- 
gage in  their  own  development,  economically  and  politically. 

Global  challenges  such  as  population  and  environment  must  be 
engaged,  but  in  the  context  where  results  can  be  sustained.  These 
are  problems  that  inhibit  the  achievement  of  sustainable  develop- 
ment and  that  can,  in  part,  be  resolved  through  sustainable  devel- 
opment. 
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We  must  increase  the  capacity  and  willingness  of  developing 
countries  to  join  as  cooperative  and  effective  partners  in  finding  en- 
during solutions  to  common  problems. 

Sustainable  development  and  the  resolution  of  global  problems 
are,  thus,  complementary  and  mutually  reinforcing.  AID  must  com- 
mit itself  to  strategic  development  plans  which  recognize  and  incor- 
porate global  priorities,  but  give  us  the  flexibility  to  address  these 
objectives  in  tne  most  effective  way. 

In  a  very  real  sense,  AID  must  think  globally  and  act  locally,  rec- 
ognizing that,  to  paraphrase  the  former  Speaker  of  the  House,  Tip 
O'Neill,  "All  development  is  local." 

Briefly,  Mr.  Chairman,  I  have  summarized  for  you  the  relevant 
portions  of  our  presentation  of  the  1994  budget,  and  I  will  be  more 
than  happy  to  focus  on  that.  As  I  said  at  the  outset,  I  look  forward 
to  working  with  you  to  shape  this  year's  budget,  and  to  renewing 
a  sense  of  shared  purpose  for  America's  development  assistance 
program. 

The  economic  health  and  viability  of  more  than  1  billion  human 
beings  living  in  acute  poverty  will  increasingly  come  to  define  our 
own  economic  prospects.  Their  assault  on  the  common  global  envi- 
ronment will  affect  our  own  health. 

The  wars  resulting  from  resource  conflicts  in  the  Third  World 
will  touch  on  our  interests.  Their  population  crises  will  affect  us  as 
more  and  more  mass  migrations  occur,  with  unforeseen  political 
and  military  consequences. 

The  instability  which  flows  from  the  lack  of  democratic  govern- 
ments will  inevitably  affect  our  interests  and  our  values.  The  chal- 
lenges we  face  are  not  as  black  and  white  as  the  cold  war,  but  the 
consequences  of  failure  are  every  bit  as  profound. 

Imagine  a  world  increasingly  divided  between  the  very  rich  and 
vast  numbers  of  human  beings  living  in  abject  poverty.  Imagine 
this  world  with  a  population  not  of  5  billion,  but  of^  15  billion.  Imag- 
ine a  world  with  a  natural  resource  base  irreparably  depleted 
through  decades  of  abuse. 

Imagine  mass  migrations  of  refugees  fleeing  land  rendered 
nonarable  through  environmental  damage.  Imagine  tragedies  on 
the  scale  of  Somalia  as  a  recurrent  constant  feature  of  human  life 
on  this  planet. 

Imagine  the  endless  cycle  of  armed  conflicts  that  such  a  world 
would  engender.  Imagine  the  unthinkable  human  callousness  we 
would  demand  of  our  children  to  live  in  such  a  world. 

PREPARED  STATEMENT 

This  is  our  challenge.  Today  we  can  glimpse  the  enormous 
changes  and  profound  challenges  we  will  face  in  the  next  century. 
Together,  we  must  respond  to  that  call  to  action.  We  will  need  all 
the  courage  and  wisdom  that  a  previous  generation  of  Americans 
mustered  to  face  the  challenges  of  the  post-cold  war  world. 

The  period  we  are  entering  is  not  the  end  of  history,  Mr.  Chair- 
man, but  a  time  of  new  challenges  and  new  opportunities. 

I  look  forward  to  working  with  you,  Senator  McConnell,  and  this 
subcommittee  as  we  attempt  to  equip  AID  for  this  new  era. 

Thank  you  very  much. 

Senator  Leahy.  Thank  you  very  much. 
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[The  statement  follows:] 

Statement  of  Hon.  J.  Brian  Atwood 

Mr.  Chairman,  members  of  the  subcommittee,  I  am  pleased  to  have  the  oppor- 
tunity to  testify  today  on  A.I.D.'s  role  in  promoting  sustainable  development. 

At  the  outset  of  my  first  appearance  as  A.I.D.  Administrator  before  this  distin- 
guished panel,  I  would  like  to  express  my  gratitude  for  vour  support.  We  have  an 
enormously  important  task  ahead  of  us  in  redefining  and  reshaping  our  foreign  as- 
sistance program  and  in  building  a  consensus  which  will  sustain  our  efforts.  I  look 
forward  to  working  closely  with  this  Subcommittee  to  meet  that  responsibility. 

I  read  with  great  interest  the  Chairman's  floor  statement  last  week  on  reforming 
A.I.D.,  and  our  thinking  is  very  much  alike.  A  recent  article  in  the  National  Joum^ 
begins  by  noting  that  'Foreign  aid  and  sleeping  dogs  have  one  thing  in  common: 
wise  politicians  let  them  be."  You  have  proved  that  adage  wrong — for  the  time 
being.  I  applaud  the  leadership  and  the  dedication  of  the  Chairman,  the  members 
and  the  professional  staff  of  this  Subcommittee,  and  look  forward  to  working  with 
the  new  ranking  member,  Senator  McConnell  who  has  long  been  a  leader  in  the 
Senate  on  foreign  aid  issues. 

We  are  living  in  a  time  of  enormous  and  exhilarating  change  at  home  and  abroad. 
President  Clinton  has  challenged  us  to  embrace  change  in  every  facet  of  our  na- 
tional life,  to  reinvest  in  ourselves,  to  reinvent  our  government.  No  less  demanding 
is  the  imperative  to  rethink  America's  role  in  the  post  Cold  War  world.  The  old  and 
comfortable  concepts  of  national  security  and  national  interest  require  profound  re- 
definition as  we  cope  with  a  rapidly  changing  world.  We  need  new  tools  and  new 
ideas  to  address  the  global  challenges  America  will  face  in  the  19905  and  beyond. 

For  over  four  decades,  international  politics  were  understood  first  and  foremost 
in  terms  of  the  bipolar  ideological  struggle;  conflicts  based  on  religious,  ethnic  and 
economic  tensions  were  largely  held  in  check,  or  addressed  in  the  context  of,  the 
geopolitical  magnetic  field  defined  by  Moscow  and  Washington.  Much  of  America's 
foreign  aid  program  was  harnessed  to  the  cause  of  containment. 

The  end  of  the  Cold  War  has  surfaced  age-old  conflicts  and  enduring  problems, 
as  well  as  a  new  set  of  profound  challenges  to  the  global  community — ^from  over- 
population, to  global  climate  change,  to  the  AIDS  crisis.  Issues  previously  sub- 
merged by  Cold  War  concerns  have  captiu-ed  the  attention  of  an  increasingly  inter- 
dependent world.  Taken  together,  the  rebirth  of  old  tensions  and  the  advent  of  new 
and  diffuse  security  challenges  present  America  with  a  foreign  policy  calculus  many 
fold  more  complex  than  the  zero-sum  arithmetic  of  the  Cold  War.  Forging  clear  i>oli- 
cies  and  effective  tools  to  advance  U.S.  interests  in  this  new  global  context  is  our 
common  challenge. 

The  Agency  for  International  Development  has  a  central  role  to  plav  in  advancing 
U.S.  interests  in  the  new  world  order.  To  step  up  to  this  challenge,  the  Clinton  Ad- 
ministration is  fashioning  recommendations  for  a  new  mandate  and  a  new  focus  for 
the  Agency  in  the  1990s.  I  have  been  working  very  closely  with  Deputy  Secretary 
Cliff  Wharton's  task  force  on  an  effort  to  produce  an  action  plan  for  reform.  To- 
gether, we  must  forge  a  new  national  consensus  in  support  of  a  foreign  policy  that 
acknowledges  our  global  interdependence  and  our  responsibility  to  foture  genera- 
tions. 

Let  me  briefly  describe  some  of  the  changes  I  envision  at  A.I.D. 

First,  we  must  develop  a  more  focussed  set  of  priorities.  Broadly,  these  include 
democracy-building;  sustainable  economic  development;  global  issues,  such  as  envi- 
ronment and  population;  and  humanitarian  concerns.  We  must  demonstrate  how 
and  why  these  priorities  are  in  our  national  interest,  and  we  must  make  this  case 
persuasively  to  American  taxpayers  and  to  you,  their  representatives. 

Second,  we  must  manage  our  resources  to  maximize  results.  This  means  less  focus 
on  how  much  money  we  obligate  and  greater  attention  to  what  we  achieve  with  that 
money.  Development  assistance  is  not  a  hand-out,  but  a  hand-up;  we  must  maxi- 
mize our  efforts  by  working  with  those  who  want  to  help  themselves.  Given  budget 
constraints,  A.I.D.  will  be  required  to  do  more  with  less,  to  think  smarter  not  richer, 
to  lead  with  ideas  as  well  as  resources.  We  will  seek  to  leverage  our  development 
efforts  by  working  more  closely  with  the  multilateral  banks,  international  organiza- 
tions and  other  bilateral  donors.  Our  technical  programs — and  pilot  projects,  for  ex- 
ample, can  influence  much  larger  resource  transfers  fi-om  the  multilateral  banks. 
A.I.D.'s  in-country  experience  and  analysis  can  help  other  donors  target  their  re- 
sources more  effectively. 

"Third,  our  development  assistance  programs  must  reflect  more  emphasis  on  par- 
ticipation, on  empowerment,  and  on  democracy-building.  Development  cannot  occur 
in  a  political  vacuum.  People  the  world  over  aspire  to  llie  same  fundamental  oppor- 
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tunities — to  gain  control  over  their  own  lives  and  their  own  destinies.  Our  aid  pro- 
grams should  work  more  closely  with  the  NGOs  and  PVOs  on  the  ground  to  help 
people  realize  those  aspirations. 

The  subject  of  todays  hearing — "sustainable  development" — is  at  the  heart  of  this 
debate  and  at  the  core  of  the  new  A.I.D.  mission.  In  the  six  years  since  the 
Brundtland  Commission  popularized  the  phrase  "sustainable  development",  it  has 
taken  on  myriad  meanings  and  has  been  invoked  in  many  contexts.  Most  observers 
will  agree,  however,  that  sustainable  development  signifies  broad-based  economic 
growth  which  protects  the  non-renewable  natural  resource  base,  improves  the  qual- 
ity of  life  for  current  generations  and  preserves  that  opportunity  for  future  genera- 
tions. 

Our  job  at  A.I.D.  is  to  define  "sustainable  development"  in  programmatic  terms, 
to  translate  this  phrase  into  concrete  action,  to  produce  tangible  results. 

In  one  sense,  ''sustainable  development"  has  been  A.I.D.'s  traditional  objective  for 
decades:  to  help  countries  bring  about  balanced  economic  growth  and  social  progress 
through  development  of  indigenous  capacities  in  many  different  sectors,  each  rein- 
forcing and  sustaining  the  other.  It  is  not  enough  only  to  immunize  a  child.  If  that 
same  child  cannot  look  forward  to  an  education  or  adequate  nutrition  that  will  allow 
him  or  her  the  opportunity  to  participate  fruitfully  in  economic  and  political  life,  or 
if  the  economy  is  not  creating  sufficient  jobs  to  permit  impoverished  parents  to  sus- 
tain their  families,  then  we  cannot  say  that  sustainable  development  has  occurred. 

Last  year's  Earth  Summit  in  Rio  de  Janeiro  highlighted  another  and  equally  ur- 
gent dimension  of  sustainable  development:  that  economic  growth  and  environ- 
mental stewardship  must  be  pursued  in  tandem  if  we  are  to  avoid  catastrophic  over- 
load of  the  Earth's  carrying  capacity  in  the  next  century.  Economic  growth  cannot 
be  sustained  if  the  natural  resources  which  ftiel  that  growth  are  irresponsibly  de- 
pleted. Conversely,  protection  of  the  environment  and  careful  stewardship  of  natural 
resources  will  not  be  possible  where  poverty  is  pervasive. 

The  linkage  between  economic  growth  and  environmental  health  is  real  and  it  is 
urgent.  Humankind  has  already  destroyed  ten  percent  of  the  world's  arable  land, 
threatening  our  ability  to  feed  ourselves  in  the  future.  Tropical  rainforests  are  being 
burned  at  an  alarming  rate,  providing  short-term  benefit  but  long-term  damage. 
Greenhouse  gas  emissions  have  altered  the  chemical  composition  of  the  earth's  at- 
mosphere, posing  a  real  threat  to  human  and  other  forms  of  life  through  global  cli- 
mate change. 

World  population  growth  has  a  dramatic  impact  on  economic  development  and  en- 
vironmental degradation.  At  current  rates,  human  population  will  triple  from  to- 
days five  and  a  half  billion  to  nearly  fifteen  billion  by  the  end  of  the  next  century. 
Uncontrolled  population  growth  threatens  to  undermine  the  best  efforts  at  economic 
development,  swamping  increased  productivity  with  ever  larger  demands.  Uncon- 
trolled population  growth  deepens  uie  cycle  of  poverty,  forcing  more  and  more  peo- 
ple to  focus  on  short-term  survival  needs  rather  than  longer-term  sustainability. 
Human  dignity  and  the  environment  are  the  victims.  The  Clinton  Administration 
is  fully  committed  to  work  towards  stabilizing  world  population  growth  through  bi- 
lateral and  multilateral  assistance  programs. 

Finally,  we  must  recognize  that  development  must  be  participatory  if  it  is  to  be 
sustainable.  Failure  to  recognize  the  importance  of  popular  participation  in  eco- 
nomic and  political  decisionmaking  will  aumost  certainly  undermine  any  long-term 
development  efforts.  One  has  only  to  look  at  the  aid  resources  invested  in  Somalia 
to  understand  the  futility  of  trying  to  build  a  development  superstructure  on  top  of 
a  stagnant  political  order.  And  one  only  has  to  look  at  the  cost  of  the  current  U.S. 
military  participation  in  Somalia  to  see  where  the  failures  of  the  1980s  have  led. 
I  want  A.I.D.  programs  to  become  more  focussed  on  directly  empowering  people  in 
developing  countries  to  help  themselves  and  to  engage  in  their  own  development, 
economically  and  politically. 

Globed  challenges  such  as  population  and  environment  must  be  engaged,  but  in 
a  context  where  results  can  be  sustained.  These  are  problems  that  inhibit  the 
achievement  of  sustainable  development  and  that  can,  in  part,  be  resolved  through 
sustainable  development.  We  must  increase  the  capacity  and  willingness  of  develop- 
ing countries  to  join  as  cooperative  and  effective  partners  in  finding  enduring  solu- 
tions to  common  problems.  Efforts  to  preserve  rainforests  and  their  biodiversity 
without  taking  into  account  the  income-earning  alternatives  of  the  people  living  in 
and  around  those  forests  will  not  be  effective  in  achieving  either  our  global  or  sus- 
tainable development  objectives. 

Sustainable  development  and  the  resolution  of  global  problems  are  thus  com- 
plementary and  mutually  reinforcing.  A-I.D.  must  commit  itself  to  strategic  develop- 
ment plans  which  recognize  and  incorporate  global  priorities,  but  give  us  the  flexi- 
bility to  address  these  objectives  in  the  most  efiective  way.  In  a  very  real  sense, 
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A.I.D.  must  "think  globally  and  act  locally",  recognizing  that,  to  paraphrase  the 
former  Speaker  of  the  House,  Tip  O'Neill,  "all  development  is  local". 

Briefly,  Mr.  Chairman,  I  would  like  to  summarize  for  you  the  relevant  portions 
of  the  International  Affairs  Budget  for  fiscal  year  1994.  As  Secretary  Christopher 
stated,  this  is  a  "first  step,"  a  transitional  budget,  the  opening  document  in  a  con- 
tinuing effort  to  redirect  American  priorities  in  the  post-Cold  War  era.  The  budget 
numbers  you  have  before  you  are  only  the  first  step  in  that  process  of  reform  and 
renewal. 

The  Administration  is  requesting  $6,626  bilUon  for  A.I.D.-managed  programs  in 
fiscal  year  1994.  This  includes  a  substantial  increase  in  aid  to  the  New  Independent 
States  of  the  former  Soviet  Union,  as  well  as  increased  development  assistance 
funding  for  global  programs  in  environment,  population  and  democracy-building. 
Our  overall  Development  Assistance  request  for  fiscal  year  1994  is  $2,991  billion, 
a  slight  decrease  from  last  year's  appropriation.  The  request  for  Economic  Support 
Funds  also  will  be  reduced  from  $2,670  billion  appropriated  in  fiscal  year  1993  to 
$2,582  billion  in  fiscal  year  1994.  Our  support  for  the  Middle  East  peace  process 
wiU  be  unaffected  by  the  reduced  request. 

This  budget  request  emphasizes  several  key  priorities  for  the  new  A.I.D.:  support- 
ing the  transition  to  democracy,  promoting  sustainable  economic  growth,  resolving 
global  issues  and  responding  to  humanitarian  concerns. 

This  budget  request  focuses  strongly  on  the  democratic  and  economic  needs  of  the 
Newly  Independent  States.  We  are  asking  for  about  the  same  level  of  assistance  in 
fiscal  year  1994  as  was  appropriated  in  fiscal  year  1993  to  contribute  to  the  dra- 
matic movement  of  Eastern  Europe  towards  democracy  and  free  market  economies. 

In  addition,  despite  the  fact  that  we  are  in  a  time  of  budgetary  austerity  when 
development  assistance  overall  is  being  reduced,  we  maintain  full  fb^nding  of  our  De- 
velopment for  Africa  program  at  $800  million. 

We  have  applied  the  doctrine  of  preventive  investment  in  this  budget  by  increas- 
ing expenditures  for  curbing  popiilation  growth  and  environmental  preservation. 
These  programs  show  an  implicit  recognition  of  our  obligation  to  future  generations 
and  our  commitment  to  sustainable  development. 

And  we  demand  greater  efficiency  from  ourselves  by  straightlining  the  operating 
expenses  budget  consistent  with  the  President's  government-wide  decision  to  re- 
strain the  cost  of  government.  In  real  terms,  the  request  amounts  to  a  cut  of  $42 
milUon.  I  am  committed  to  streamlining  the  way  that  A.I.D.  does  business — and  cut- 
ting back  in  areas  which  are  no  longer  priorities — ^in  order  to  comply  with  new  fiscal 
realities. 

I  look  forward  to  working  with  you  to  shape  this  year's  budget  and  to  renew  a 
sense  of  shared  purpose  for  America's  development  assistance  program.  We  must 
summon  a  coherent  vision  of  what  we  are  about,  why  our  international  development 
program  touches  directly  on  the  interests  of  every  American,  current  and  future. 

The  economic  health  and  viability  of  the  more  than  one  billion  humans  living  in 
acute  poverty  will  increasingly  come  to  define  our  own  economic  prospects.  Their  as- 
sault on  the  common  global  environment  will  affect  our  own  health.  The  wars  re- 
sulting from  resource  conflicts  in  the  Third  World  will  touch  on  our  interests.  Their 
population  crises  will  affect  us  as  more  and  more  mass  migrations  occur,  with  un- 
foreseen political  and  military  consequences.  The  instability  which  flows  from  lack 
of  democratic  governance  will  inevitably  affect  our  interests  and  our  values. 

The  challenges  we  face  are  not  as  black  and  white  as  the  Cold  War  confrontation. 
But  the  consequences  of  failure  are  every  bit  as  profound.  Imagine  a  world  increas- 
ingly divided  between  the  very  rich  and  vast  numbers  of  human  beings  living  in  ab- 
ject poverty.  Imagine  this  world  with  a  population  not  of  five  billion,  but  of  fifteen 
bUlion.  Imagine  a  world  with  a  natural  resource  base  irreparably  depleted  through 
decades  of  abuse.  Imagine  mass  migrations  of  refugees  fleeing  land  rendered  non- 
arable  through  environmental  damage.  Imagine  tragedies  on  the  scale  of  Somaha 
as  a  recurrent,  constant  feature  of  human  life  on  this  planet.  Imagine  the  endless 
cycle  of  armed  conflicts  that  such  a  world  would  engender.  Imagine  the  unthinkable 
human  callousness  we  would  demand  of  our  children  to  live  in  such  a  world. 

This,  then,  is  our  challenge.  Today  we  can  glimpse  the  enormous  changes  and  pro- 
found challenges  we  will  face  in  the  next  century.  Together  we  must  respond  to  that 
call  to  action.  We  will  need  all  the  courage  and  wisdom  that  a  previous  generation 
of  Americans  mustered  to  face  the  challenges  of  the  post  war  world. 

The  period  we  are  entering  is  not  the  "end  of  history",  Mr.  Chairman,  but  a  time 
of  new  challenges  and  new  opportunities.  I  look  forward  to  working  with  you  and 
this  Subcommittee  as  we  attempt  to  equip  A.I.D.  for  this  new  era. 
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OPENING  REMARKS  OF  SENATOR  MITCH  MC  CONNELL 

Senator  Leahy.  I  know  Senator  McConnell  has  to  go  back  to  the 
Senate  floor.  He  would  like  to  can  give  his  opening  statement  now. 

Incidentally,  I  read  your  statement  earlier  in  full,  Mr,  Atwood. 
I  must  tell  you,  I  find  it  refreshing  and  encouraging.  You  and  I 
have  had  so  many  private  discussions  on  your  view  of  where  we 
can  and  should  go,  and  I  am  very  pleased  and  encouraged  by  it. 

Senator  McConnell. 

Senator  McConnell.  Thank  you,  Mr.  Chairman. 

It  is  good  to  see  you,  Mr.  Atwood. 

Mr.  Atwood.  Thank  you,  sir. 

Senator  McCONNELL,  We  are  all  relieved  to  finally  have  someone 
of  your  considerable  talent  and  dedication  leading  AID 

Mr.  Atwood.  Thank  you. 

Senator  McConnell.  I  am  going  to  be  rather  brief,  because  I  am 
in  charge  of  the  current  bill  on  the  floor  for  the  Republican  side. 
But  I  do  want  to  digress  from  your  basic  mission  here  for  a  mo- 
ment, and  comment  on  the  story  in  the  Washington  Post  this  morn- 
ing, in  which  a  senior  administration  official  was  quoted  exten- 
sively on  the  diminishing  role  America  will  have  abroad. 

Frankly,  I  was  shocked.  Following  weeks  of  contradictions  and 
confusion  from  Haiti  to  Bosnia,  we  have  a  senior  official  declaring 
America's  withdrawal,  its  withdrawal  from  world  affairs. 

Mr.  Atwood,  no  one  expects  the  United  States  to  be  all  things  to 
all  people  everywhere.  That  is  not  the  issue. 

The  problem  is  not,  as  subscribed  by  this  senior  official,  and  I 
quote: 

Our  policy  may  on  occasion  fall  short  of  what  some  Americans  would  like  and  oth- 
ers might  hope  for.  All  of  us,  particularly  those  of  us  struggling  with  the  foreign 
operations  accept  that  we  must  define  our  priorities  and  apply  increasingly  limited 
resources  more  effectively  to  address  those  concerns. 

In  an  after-action  attempt  to  explain  away  what  I  can  only  de- 
r)Cribe  as  the  disasters  of  the  last  few  months,  this  senior  official 
said,  "American  policy  was  not  different  by  accident,  but  by  de- 
sign. 

I  think  you  would  have  been  better  off"  claiming  the  few  months 
as  accidents.  From  my  perspective,  the  administration  is  in  serious 
trouble  on  the  foreign  policy  front.  American  credibility  is  on  the 
line,  and  no  one  seems  to  care. 

In  April,  the  President  promised  $1.8  billion  in  aid  for  Russia.  As 
Congressman  Obey  goes  to  markup  today  on  the  fiscal  year  1994 
bill,  there  still  is  absolutely  no  agreement  on  where  the  money  will 
come  from. 

In  Bosnia,  the  President  finally  declares  his  unequivocal  support 
for  air  strikes,  and  within  days  abandons  the  approach.  In  Haiti, 
President  Clinton  has  reversed  himself,  and  I  gather  is  about  to  do 
so  on  the  question  of  MFN  to  China. 

Mr.  Atwood,  the  issue  is  not  whether  we  agree  or  disagree  on  any 
given  policy,  the  problem  is  the  global  landscape  is  littered,  lit- 
tered, with  broken  promises,  which  have  fractured  American  credi- 
bility. 

Let  me  put  it  in  stark  terms  for  you.  Do  you  honestly  believe  that 
Secretary  Christopher's  warning  to  Saddam  Hussein  not  to  cross 
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into  protected  Kurdish  territory  is  being  taken  seriously,  especially 
after  yesterday's  speech. 

Historically,  I  think  yesterday's  speech,  as  reported,  can  only  be 
compared  to  Secretary  Achesson's  1950  declaration  of  the  param- 
eter of  the  United  States  defense  shield,  noticeably  excluding  Korea 
and  Taiwan.  The  U.S.  spent  thousands  of  lives  and  many  years  cor- 
recting that  mistake. 

This  administration  has  invited  similar  disaster.  In  a  few  short 
months  our  friends  and  allies  worry  less  about  the  goals  of  our  pol- 
icy, and  simply  wonder  whether  we  plan  to  stick  with  any  position 
for  more  than  a  few  days  or  a  few  polls. 

I  am  sorry  to  take  so  much  time  weighing  in  on  this  speech,  but 
I  think  we  have  reached  a  real  crisis  point  in  American  foreign  pol- 
icy and  history.  I  am  taking  advantage  of  the  fact  that  you  are  a 
trusted  advisor  and  participant  in  the  Secretary's  senior  staff  meet- 
ings, and  I  hope  you  will  communicate  my  concern. 

Having  said  all  that,  let  me  conclude  on  a  more  positive  note. 
Over  the  past  several  days  I  have  heard  from  a  number  of  people 
about  a  speech  you  delivered  Friday  to  AID  employees,  which  was 
received  with  resounding  enthusiasm. 

You  did  not  spare  the  bad  budget  news;  however,  you  put  it  in 
a  context  that  limited  resources  means  we  will  have  to  simplify  our 
agenda,  work  a  little  harder,  and  better  coordinate  our  efforts  with 
other  donors  to  fulfill  AID's  development  mission. 

From  what  I  understand,  you  struck  the  right  cord  in  a  difficult 
task  of  revitalizing  a  demoralized  and  moribund  agency.  In  general, 
at  AID,  I  think  you  have  started  on  the  right  track,  and  I  want  to 
commend  you  for  that. 

I  am  sorry  to  subject  you  to  the  other  observations,  but,  frankly, 
that  is  how  I  feel  about  it.  It  is  not  directed  at  you  personally,  but 
from  what  I  see  unfolding  here,  I  think  you  are  in  a  position  to 
help  straighten  it  out,  and  I  hope  you  will.  Congratulations  on  the 
good  start  that  has  begun  under  your  tenure  at  AID. 

Thank  you,  Mr.  Chairman. 

Senator  Leahy.  Thank  you.  Senator  McConnell. 

OPENING  REMARKS  OF  SENATOR  DENNIS  DECONCINI 

Senator  DeConcini. 

Senator  DeConcini.  Mr.  Chairman,  thank  you  very  much. 

I  welcome  Administrator  Atwood,  and  congratulate  you,  and  I 
will  ask  that  my  statement  be  put  in  the  record. 

Mr.  Chairman,  I  have  to  go  to  another  hearing.  I  do  have  ques- 
tions that  I  will  submit  to  Mr.  Atwood,  particularly  in  dealing  with 
the  micro  enterprise  development  fund. 

I  would  hope  that  you  might  pay  some  special  attention  to  the 
administration  of  that  fund,  and  even  expanding  it  somewhat,  and 
creating  a  micro  enterprise  development  fund  in  and  of  itself,  and 
ask  that  you  would  submit  these  questions  back  to  us,  if  you  could. 

Mr.  Atwood.  I  will,  certainly.  Senator. 

Senator  DeConcini.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Senator  Leahy.  Thank  you.  Senator. 
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I  am  sure  you  realize  that  with  the  various  budget  debates  going 
on  in  other  committees,  many  of  the  members  are  going  to  have  to 
either  stop  by  very  briefly,  or  put  questions  into  the  record. 

I  think  virtually  every  member  of  this  committee  is  supposed  to 
be  before  four  or  five  different  committees  or  subcommittees  right 
now.  I  know  I  have  a  couple  other  subcommittees  that  I  have  a 
senior  membership  role  on.  They  are  also  meeting  right  at  the  mo- 
ment. So  if  some  go  in  and  out,  it  will  be  because  of  that. 

Most  of  us,  on  a  typical  Wednesday  morning,  are  scheduled  to  be 
in  several  committees  at  the  same  time.  With  your  own  experience 
on  the  Hill,  you  are  very  accustomed  to  that,  and,  in  fact,  at  one 
time  had  the  onerous  job  of  helping  to  keep  one  of  the  more  busy 
Members  of  the  U.S.  Senate  at  four  committees  at  the  same  time. 

Mr.  Atwood.  I  thought  things  had  changed,  but  obviously  they 
have  not.  [Laughter,] 

THE  GUATEMALA  SITUATION 

Senator  Leahy.  No;  I  wish  they  had.  It  seems  as  though  that 
schedule  gets  worse  and  worse  every  day.  I  literally  do  not  have  a 
committee  meeting  where  I  do  not  have  at  least  two  or  three  others 
meeting  at  the  same  time.  But  this  one  I  obviously  would  be  at 
anyway. 

I  was  shocked  when  I  was  informed  that  President  R.A.  Serrano 
of  Guatemala  had  closed  down  the  legislature,  the  supreme  court, 
the  attorney  general's  office,  and  the  Constitution  just  for  good 
measure. 

Now,  AID  has  a  substantial  aid  program  in  Guatemala.  In  fact, 
just  a  short  while  ago  we  received  notification  from  the  administra- 
tion looking  for  aid  to  help  modernize  the  judicial  system  in  Guate- 
mala. 

I  would  assume  that  except  for  clearly  humanitarian  aid,  there 
is  not  any  aid  going  to  Guatemala  right  now.  I  would  assume  that 
we  have  immediately  suspended  any  aid  to  Guatemala  because  of 
the  actions  of  President  Serrano. 

Mr.  Atwood.  We  have.  Senator.  I  want  to  tell  you  that  not  only 
are  we  disappointed  as  a  government,  but  I  personally  am  very  dis- 
appointed to  see  what  has  happened  in  Guatemala. 

I  happened  to  have  been  the  leader  of  a  delegation,  along  with 
Bruce  Babbitt,  to  observe  the  election  where  President  Serrano  was 
elected.  I  listened  to  what  he  had  to  say  about  his  ideas. 

I  must  confess  that  at  the  time  he  sounded  very  much  like  a 
Democrat.  He  has  taken  some  positive  initiatives  in  tr3dng  to  get 
the  guerrilla  war  resolved.  But  this  is  an  inexcusable  act. 

I  know  that  the  OAS  is  taking  up  this  matter  under  the  Santiago 
accord  and,  of  course,  there  is  a  procedure  to  be  followed  in  this. 
We  will  follow  that  very  closely  as  well  as  events  in  Guatemala,  but 
we  must  take  a  very  firm  stand  on  this  kind  of  activity. 

Senator  Leahy.  I  faxed  a  letter  down  to  President  Serrano  yes- 
terday expressing  the  great  shock  and  dismay  I  have  at  what  he 
has  done.  I  spoke  of  my  own  concern  about  the  safety  of  the  su- 

Ereme  court  President  Rodil  who,  I  understand  is  now  being  held 
asically  in  house  arrest.  I  am  concerned  for  his  safety. 
There  are  judicial  leaders  in  Guatemala  who  have  tried  to  make 
progress  on  human  rights  cases,  including  the  murders  by  mem- 
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bers  of  the  security  forces.  Now,  I  see  the  same  security  forces  hold- 
ing these  judicial  members  under  house  arrest.  It  raises  a  very, 
very  chilling  thought  in  my  mind. 

I  will  place  in  the  record  the  letter  I  sent  to  President  Serrano. 

[The  letter  follows:] 

Letter  From  Senator  Patrick  Leahy 

U.S.  Senate, 
Committee  on  Appropriations, 

Washington.  DC,  May  25,  1993. 
Hon.  Jorge  Serrano  Elias, 
President  of  the  Republic  of  Guatemala, 
Guatemala  City,  Guatemala 

Dear  Mr.  President:  I  was  shocked  and  disappointed  by  the  news  today  of  your 
decision  to  suspend  the  Guatemalan  Congress,  Supreme  Court  and  Constitutional 
Court.  As  the  Clinton  Administration  stated  earlier  today,  there  is  no  justification 
for  resorting  the  nondemocratic  means  to  resolve  Guatemala's  problems.  This  action 
will  only  exacerbate  those  problems.  I  urge  you  to  reverse  these  steps  immediately 
and  return  to  the  democratic  course  you  were  pursmng. 

I  am  also  very  concerned  about  the  safety  of  Supreme  Court  President  Rodil.  Last 
year,  the  Appropriations  Committee  expressed  support  for  the  efforts  he  is  making 
to  reform  Guatemala's  judicial  system.  According  to  information  I  received  today. 
Justice  Rodil  is  being  detained  at  his  home  by  members  of  the  Guatemalan  armed 
forces.  I  urge  you  to  use  every  means  at  your  disposal  to  ensure  that  Justice  Rodil 
is  not  harmed. 

Thank  you  for  your  consideration. 
Sincerely, 

Patrick  Leahy, 
Chairman,  Foreign  Operations  Subcommittee. 

HUMANITARLVN  AID 

Senator  Leahy.  I  am  making  it  very,  very  clear  to  the  leaders  in 
Guatemala  that  I  will  oppose  even  1  cent  of  aid  other  than  abso- 
lutely humanitarian  aid  to  Guatemala,  so  long  as  this  current  situ- 
ation is  continued. 

Incidentally,  do  we  have  yet  any  information  about  the  safety 
and  whereabouts  of  the  president  of  the  supreme  court,  or  the 
members  of  legislature,  or  the  human  rights  ombudsman? 

Mr.  Atwood.  Senator,  I  am  sure  that  our  Embassy  is  following 
that  very  closely.  I  do  not  have  that  information  with  me  this 
morning,  but  I  Imow  that  our  government  is  concerned,  and  we  are 
expressing  that  concern  to  President  Serrano. 

I  will  later  today  contact  our  Embassy  in  Guatemala,  again  to 
underscore  not  only  my  feelings,  but  to  see  what  they  can  tell  us. 

REVITALIZING  AID 

Senator  Leahy.  You  have  spoken  about  revitalizing  AID,  and  the 
ranking  member  also  spoke  of  your  speech  last  week.  I  have  talked 
to  a  lot  of  people  who  work  for  AID,  and  I  know  that  many  were 
demoralized  in  the  past. 

It  is  unfortunate,  because  as  you  know,  you  have  some  extraor- 
dinarily talented  men  and  women  in  AID,  both  here  in  Washington 
and  abroad.  It  has  been  a  shame  to  see  so  much  of  that  talent  un- 
used. 

I  am  glad  that  you  are  speaking  to  them.  I  think  that  you  will 
find  that  people  who  work  for  AID  want  strong  leadership.  They 
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know  it  is  not  going  to  be  an  easy  time  with  today's  shrinking 
budgets. 

They  know  there  are  going  to  be  some  difficult  decisions  made, 
but  they  are  faced  with  that,  and  they  expect  it,  and  will  support 
it. 

If  you  were  to  name  two  or  three  top  priorities  that  you  could 
move  quickly  with  at  AID,  whether  they  need  support  of  the  Con- 
gress or  not,  what  would  you  like  to  see  that  you  could  say  in  the 
next  few  months  that  you  were  able  to  do? 

Mr.  Atwood.  Well,  I  keep  hearing  that  strong  leadership  is  the 
answer  to  everjrthing.  I  can  assure  you  that  strong  leadership  is 
important,  but  followership  is  important  as  well,  and  I  am  looking 
for  that.  There  is,  I  think,  a  problem  that  we  have  to  work  on  to- 
gether here  in  making  this  agency  a  results-oriented  agency. 

First,  we  have  to  define  what  it  is  we  are  looking  for.  We  have 
to  have  the  courage  not  to  obscure  what  our  goals  are,  but  to  make 
them  very  clear,  and  we  have  to  have  the  courage,  it  seems  to  me, 
to  come  up  here  as  well  as  face  our  own  leaders,  and  tell  them  that 
we  have  failed  on  occasion,  or  we  have  succeeded. 

But  the  goals,  the  objectives,  have  to  be  clear.  What  I  have  been 
discussing  as  part  of  this  effort  is  the  definition  of  sustainable  de- 
velopment. Those  objectives  have  to  be  laid  out. 

What  I  want  to  do  in  creating  a  results-oriented  agency  is  to 
make  sure  that  we  are  giving  rewards  to  people  who  do  achieve  re- 
sults. There  are  a  lot  of  ideas  that  I  have  that  we  cannot  pursue 
without  seeing  reform  in  the  legislation. 

I  would  like  to  see  strategic  development  planning  be  the  core  of 
our  agency,  and  I  would  like  to  see  us  take  those  strategic  develop- 
ment plans,  which  integrate  all  of  the  major  disciplines  of  develop- 
ment work,  to  the  donor  community  at  large,  and  make  sure  that 
we  are  integrating  our  efforts  with  that  of  other  industrial  nations 
who  are  involved  in  this  development  effort. 

I  want  to  see  AID  develop  a  rapid  response  capability  in  transi- 
tional situations.  There  are  too  many  situations  where  govern- 
ments are  kind  of  falling  off  the  map.  They  are  losing  their  sov- 
ereignty to  anarchy. 

Somalia  is  the  latest  example:  Angola,  Liberia,  Haiti.  We  need  to 
be  able  to  respond  quickly  to  what  are,  in  essence,  foreign  policy 
needs,  but  also  are  prerequisites  for  long-term  development. 

You  cannot  work  on  long-term  development  as  long  as  you  have 
a  country  that  is  in  anarchy,  and  where  the  institutions  are  not  es- 
tablished. We  need  to  be  able  to  have  not  only  a  disaster  relief  and 
food  delivery  system,  which  we  do  have  now.  We  also  have  to  have 
a  nation-building  capacity,  so  that  we  get  through  those  2  years  or 
3  years  of  transition,  and  put  a  country  back  on  its  feet  so  that  we 
can  then  work  with  them  as  partners  in  a  development  effort. 

We  need  to  be  careful  in  analyzing  where  we  think  sustainable 
development  can  work,  because  we  cannot  work  in  countries  where 
the  government  is  not  our  partner,  where  they  do  not  want  us  to 
have  access  to  their  own  people,  where  they  do  not  have  a  commit- 
ment to  opening  their  own  system  and  becoming  more  democratic. 

That  is  the  principle  of  participatory  development  work,  and  we 
need  to  pursue  that,  as  I  have  indicated  in  my  statement.  So  those 
are  some  of  the  major  goals,  as  we  try  to  reorient  this  agency. 
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Senator  Leahy.  Well,  I  think  they  are  commendable  goals.  I 
think  also  we  have  to  realize  that  they  are  goals  that  cannot  be  uti- 
lized everywhere  in  the  world.  The  resources  are  not  there.  It  is 
going  to  require  looking  at  some  places  where,  frankly,  we  feel  we 
could  do  some  good,  but  we  do  not  have  the  resources. 

I  would  much  prefer  us  to  concentrate  our  resources  in  places 
where  we  can  have  some  success,  and  then  move  on,  even  if  it 
means  having  to  ignore  some  others.  I  also  remember  your  prede- 
cessor coming  in  about  4  years  ago  and  saying  he  was  going  to  re- 
organize. 

We  had  a  lot  of  talk  about  it,  and  committees  were  set  up,  and 
papers  were  put  together,  and  strategies,  and  a  task  force,  and  so 
on,  and  finally  we  stopped  even  chatting  with  him  up  here  in  this 
committee,  because  obviously  nothing  was  happening. 

So  we  now  have  a  new  administration,  and  the  right  things  have 
been  said  about  wanting  to  energize  foreign  aid  effort.  I  know  you 
are  committed  to  it. 

I  have  been  told  by  the  President,  and  the  Secretary  of  State, 
and  the  Deputy  Secretary  of  State  that  they  are  working  on  it,  but 
we  have  not  seen  much.  We  had  a  meeting  with  Dr.  Wharton  a 
couple  months  ago,  but  other  than  that  I  have  not  heard  much  at 
all  about  reforming  foreign  aid  from  the  administration. 

I  know  that  they  have  held  up  the  report  on  AID  so  that  you 
could  have  input  into  it,  but  I  would  like  to  know  when  that  is 
going  to  be  available,  and  what  kind  of  an  interagency  review  of 
foreign  aid  will  be  done. 

I  also  would  like  to  know  if  this  is  something  that  is  simply  going 
to  be  mailed  to  us  at  the  end,  or  whether  Congress  might  have  a 
hand  in  it.  Frankly,  one  of  the  main  reasons  I  talked  about  getting 
real  reform  is  that,  as  a  Senator  who  must  each  year  bring  a  for- 
eign aid  bill  onto  the  floor  of  the  Senate,  I  see  every  year  less  and 
less  support  for  foreign  aid  in  the  Congress. 

And  the  majority  of  Americans  are  opposed  to  foreign  aid  to  any 
country,  anywhere,  for  any  reason,  with  the  possible  exception  of 
humanitarian  aid.  I  know  that  unless  we  see  real  reform,  we  are 
not  going  to  pass  foreign  aid  bills. 

Certainly,  I  am  not  going  to  want  to  go  on  the  floor  of  the  Senate 
and  ask  the  Senators  to  vote  for  something  that  may  be  good  for 
this  country,  but  is  inherently  unpopular. 

I  am  concerned  that  the  administration  will  sit  and  look  at  this, 
and  then  suddenly  drop  it  on  the  Congress  and  say  here  is  our  re- 
form, we  expect  you  to  support  it.  That  is  not  the  way  it  is  going 
to  work. 

Unless  the  Congress  is  involved  in  this,  I  think  that  there  is 
going  to  be  a  fiasco  that  will  make  the  efforts  on  the  job  stimulus 
bill  or  anything  less  look  like  passing  exercises. 

Mr.  Atwood.  I  could  not  agree  with  you  more.  This  has  to  be  a 
partnership.  I  do  understand,  having  worked  here  and  at  the  other 
end  of  town,  and  having  been  responsible  for  congressional  rela- 
tions, the  meaning  of  the  word  "consult."  It  does  not  simply  mean 
to  notify  you  after  the  fact.  It  means  to  seek  your  advice  and  coun- 
sel. 


488 

There  are  many  people  on  the  Hill  like  yourself  who  have  strug- 
gled with  these  issues  over  the  years.  It  is  important  to  face  your 
colleagues  and  try  to  get  support  for  these  programs.  I  realize  how 
difficult  that  has  been. 

Our  idea  is  that,  in  addition  to  putting  forth  this  task  force  re- 
port, we  will  consult  with  you  and  make  sure  that  this  is  some- 
thing that  you  feel  you  can  support,  and  get  your  ideas  on  it,  as 
I  indicated,  we  already  have. 

I  mean,  your  ideas  have  been  integrated  into  this  report  as  it  has 
been  drafted.  But  we  also  want  to  make  sure  that  we  take  some 
steps  first,  before  we  ask  you  to  take  the  burden  of  going  to  your 
colleagues. 

If  we  do  not  begin  to  deregulate  AID,  for  example,  so  that  people 
at  AID  are  not  spending  so  much  time  on  paperwork,  before  asking 
you  to  begin  to  streamline  and  clean  up  the  Foreign  Assistance  Act 
of  1961,  then  you  are  not  going  to  have  the  support  to  do  it.  We 
are  going  to  have  to  take  the  first  steps. 

Vice  President  Gore  is  at  this  moment  speaking  to  AID  officials 
and  State  Department  officials  about  his  reinventing  government 
programs.  His  program  has  asked  each  agency  to  volunteer  one  of 
its  offices  as  a  model  for  a  reinvention  laboratory,  for  changing 
things. 

I  have  volunteered  the  entire  Agency  for  International  Develop- 
ment as  a  reinvention  laboratory.  I  am  looking  forward  to  working 
with  the  vice  president.  I  need  all  the  outside  support  I  can  get. 

Senator  Leahy.  Did  this  send  a  wave  of  cheers  and  thrills 
through  the  Agency,  or  perhaps  a  different  reaction? 

Mr.  Atwood.  You  know,  it  is  funny,  people  say  they  are  for 
change,  until  you  start  to  try  to  put  the  change  in  place,  and  then 
you  realize  that  it  is  not  as  easy  as  you 

Senator  Leahy.  I  opened  this  hearing  by  pointing  out  the  fact 
that  each  one  of  us,  each  member  of  this  committee  has  three  or 
four  committees  or  subcommittees  that  are  all  meeting  right  now, 
that  they  are  all  supposed  to  be  at. 

Of  course,  somebody  afterward  will  say,  he  missed  all  these 
meetings,  or  she  missed  all  these  meetings,  ignoring  the  fact,  of 
course,  that  you  can  only  be  at  one  place  at  one  time. 

But  then  when  we  start  talking  about  change  here  on  the  Hill, 
something  we  know  we  have  to  do,  it  is  not  always  met  with  unbri- 
dled enthusiasm.  I  suspect  I  know  what  you  are  going  through. 

Mr.  Atwood.  The  only  difference,  Mr.  Chairman,  in  this  case,  is 
that  the  Agencv's  morale  had  fallen  so  low,  one  can  even  rational- 
ize that  the  delay  in  choosing  an  administrator  has  had  a  positive 
impact. 

People  are  willing  to  listen.  People  are  rea^  for  change.  Part  of 
what  I  tried  to  say  to  the  entire  agency  staff  last  week  was  that 
I  want  them  to  be  with  me  in  this.  I  think  they  are  so  far. 

We  have  programs  under  review.  We  are  going  to  make  those 
changes.  By  stating  it  publicly  to  you  and  to  the  entire  world,  to 
the  Agency  people,  by  inviting  the  Vice  President's  reinvention  peo- 
ple to  come  in,  I  am  keeping  my  own  feet  to  the  fire,  and  I  realize 
that.  I  will  try  to  slink  out  of  town  quietly  if  this  does  not  happen 
within  the  next  6  months,  I  can  assure  you. 

Senator  Leahy.  You  will  not  be  able  to  do  it  quietly. 
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Senator  Feinstein. 

Senator  Feinstein.  Yes,  Mr.  Chairman. 

At  some  risk  for  a  freshman  member,  Mr.  Atwood,  I  would  like 
to  tell  you  what  I  think.  I  would  not  wipe  your  agency  off  the  map 
quite  yet.  I  have  seen  some  very  good  things  that  your  agency  has 
done.  Let  me  give  you  one  example. 

As  a  mayor,  I  began  a  sister  city  relationship  with  Abidjan  in  the 
Cote  d'  Ivoire.  And  I  took  a  large  delegation  of  about  130  African- 
Americans  from  San  Francisco  to  the  Cote  d'  Ivoire,  and  with  them 
I  took  a  young  Black-American  whom  I  have  adopted,  who  is  about 
14  years  old.  And  we  went  through  some  of  the  very  poor  areas  of 
Abidjan. 

The  youngster  got  sick,  physically,  and  had  to  leave  because  of 
the  poverty  that  we  saw,  the  distended  bellies,  the  open  sewers,  the 
emaciated  children. 

We  had  just  visited  a  little  preemie  unit,  where  we  saw  how  chil- 
dren were  kept  alive  by  somebody  with  a  string  around  a  bab/s 
stomach,  jerking  the  baby  when  it  stopped  breathing,  to  start  it 
breathing  again.  We  saw  huge  infant  mortality. 

And  then  I  stumbled  on  a  hospital  that  was  built  by  AID,  where 
people  were  going  to  get  help,  and  I  felt  very  proud  as  an  American 
taxpayer.  I  think  that  one  of  the  problems  with  AID  is  that  your 
mission  has  become  so  diffuse,  so  filled  with  big  words,  like  global 
warming,  that  you  have  forgotten  your  mission. 

America  is  a  great  country.  We  do  not  want  to  withdraw  from  the 
world.  We  are  the  leader  of  the  free  world,  and  with  that  comes  a 
lot  of  responsibilities.  AID  is  one  of  those  responsibilities. 

Sustainable  development  is  something  much  more  than  a 
multisyllabic  word.  It  is  a  very  important  concept  that  brave  na- 
tions, and  caring  nations,  and  compassionate  nations  do  with  a 
sense  of  pride. 

One  thing  I  know  about  the  American  people,  they  do  not  want 
their  money  wasted,  but  let  me  tell  you  something,  any  American 
would  have  felt  the  same  pride  I  did.  And  I  do  not  think  we  can 
forget  those  things. 

Now,  my  very  deep  belief  is  that  the  agency  must  prioritize, 
based  on  the  world's  goals  today,  and  of  free  nation  goals,  and  that 
those  priorities  must  be  specific,  and  they  must  be  able  to  be  seen, 
so  that  people  understand  that  these  are  American  taxpayer  dol- 
lars that  work  in  a  meaningful,  practical,  cost-effective  way  that  is 
going  to  achieve  this  sustainable  development. 

Now,  I  think  you  mentioned  that  it  was  up  to  you  to  see  that  the 
Clinton  administration's  development  policies  are  put  forward.  I 
think  if  there  is  a  problem,  it  is  we  do  not  know  what  those  policies 
are,  other  than  the  word  "change,"  which  does  not  mean  anything. 

So  I  would  like  to  ask  you,  as  a  first  question:  Could  vou  tell  me 
what  those  development  policies  are?  What  are  the  goals  of  Amer- 
ican foreign  policy,  with  respect  to  sustainable  development,  not  in 
big  words,  but  in  practical  projects? 

Mr.  Atwood.  Well,  let  me  say.  Senator,  first,  that  I  thought  your 
story  about  Abidjan  was  particularly  poignant  for  me.  It  was  my 
first  assignment  in  the  Foreign  Service  many  years  ago. 
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I  went  back  about  1  year  ago  and  I  saw  the  affects  of  population 
growth  more  dramatically  than  any  statistics  can  show  you  on  a 
piece  of  paper.  I  was  amazed  to  see  this  city  that  I  had  lived  in 
20  years  ago,  because  it  was  hardly  recognizable;  the  tax  on  the 
sewage  systems  was  tremendous.  The  entire  city's  infrastructure 
was  in  shambles.  And  I  saw  those  same  people  that  you  were  talk- 
ing about. 

When  we  talk  about  trying  to  alleviate  poverty  through  our  pro- 
grams, we  are  not  simply  trying  to  talk  about  alleviating  poverty 
in  the  way  we  do  in  this  country,  where  we  have  somewhere  be- 
tween 10  and  20  percent  of  our  people  living  under  the  poverty 
line. 

We  are  talking  about  countries  where  70  to  80  percent  of  the  peo- 
ple are  below  the  poverty  line,  and  there  is  no  excuse  for  that. 

I  mean  we  can  make  an  impact  on  their  lives.  If  this  continues, 
they  are  going  to  continue  to  degrade  the  environment  that  they 
live  in.  They  are  going  to  migrate  away,  looking  for  jobs.  They  are 
going  to  be  creating  all  of  the  dislocations  that  I  referred  to  in  my 
opening  statement. 

So  we  do  need  to  make  a  contribution,  and  I  will  get  to  answer- 
ing your  question,  but  we  cannot  do  it  with  the  few  dollars  that  we 
have. 

We  can  do  it  with  creative  ideas  and  programs  that  will  leverage 
more  money  from  the  rest  of  the  donor  community,  from  the  other 
industrial  nations  who  all  have  the  same  interest  that  we  have, 
and  we  will  leverage  money  from  the  multilateral  banks  that  have 
a  lot  more  money  than  AID  does.  We  can  be  leaders  in  this  field. 

With  respect  to  President  Clinton's  objectives,  AID  is  more  at  the 
center  of  our  foreign  policy  agenda  than  it  has  ever  been.  Our  ob- 
jectives in  this  administration  are  to  try  to  work  on  global  issues, 
such  as  the  environment,  as  was  expressed  in  Rio. 

Under  agenda  21,  there  is  a  direct  relationship  between  our  ef- 
fort to  try  to  make  sure  that  there  is  balance  in  our  ecosystems  and 
cleaning  up  our  environment,  generally,  and  development  work. 

There  was  a  confrontation  in  Rio  between  Third  World  countries 
who  felt  as  though  we  were  carrying  too  much  of  our  population, 
and  we  did  not  care  enough  about  consumption  in  our  own  country. 

We  have  to  be  able  to  bridge  those  differences  because  we  have 
a  common  interest  in  curbing  population  growth,  and  we  have  a 
common  interest  in  curbing  consumption  of  energy,  which  creates 
global  warming  and  all  of  the  other  problems.  But  the  common  in- 
terests can  only  be  pursued  through  development  work,  viable  de- 
velopment work. 

Population,  as  I  just  indicated,  is  directly  related  to  environment 
and  economic  growth  as  well.  Obviously,  if  we  are  going  to  deal 
with  these  problems,  we  must  try  to  develop  the  private  sector  in 
these  countries. 

If  we  can  develop  the  private  sector,  we  are  going  to  have  great 
benefits,  in  terms  of  our  own  exports.  One  of  the  fastest  growing 
sectors  of  our  own  economy  is  exports  to  the  Third  World.  We  can 
make  a  direct  impact  on  American  jobs  by  doing  this  good  work, 
and  helping  people  to  alleviate  poverty  overseas. 

We  also  need  to  try  to  create  a  more  democratic  world.  We  need 
to  do  that  in  a  variety  of  ways.  If  we  are  able  to  do  that,  I  think 
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it  will  be  a  much  more  peaceful  world.  People,  whether  they  are  of 
one  ethnic  group  or  the  other,  or  one  nation  or  the  other,  will  be 
able  to  resolve  their  differences  more  peacefully.  That  is  an  objec- 
tive of  the  Clinton  administration,  and  that  is  a  major  objective  of 
AID 

Finally,  when  we  have  failed  as  an  international  community  to 
make  all  of  those  development  efforts  work,  then  we  have  to  deal 
with  the  costs  of  disaster,  and  that  is  our  humanitarian  assistance 
effort. 

Some  80  percent  of  the  American  people  support  this  effort,  but 
that  costs  a  lot  more  than  working  on  sustainable  development.  We 
need,  I  think,  to  tell  the  American  people  what  these  costs  are. 

If  we  fail  to  invest  in  the  future,  in  sustainable  development,  we 
are  going  to  end  up  paying  the  tremendous  costs  of  the  Somedias, 
the  Angolas,  and  the  Bosnias.  That  is  simply  a  fact  of  life. 

Senator  Feinstein.  May  I  say  something,  respectfully,  because  I 
respect  you  very  much?  At  our  next  hearing,  could  you  translate 
this  for  me  into  practical  things? 

Mr.  Atwood.  t  think  maybe  I ^ 

Senator  Feinstein.  That  is  what  I  am  interested  in.  That  is  what 
the  American  people  want  to  know,  not  the  big  long  words 

Mr.  Atwood.  Right. 

Senator  Feinstein  [continuing].  But  our  policy  for  sustainable 
development  is:  It  is  forty  hospitals  in  this  area.  It  is  six  schools 
here.  It  is  a  feeding  program  there.  It  is  a  new  marketing  system 
in  this  country  that  will  move  wheat,  and  rye,  and  barley  faster 
and  more  directly  to  the  people. 

These  are  the  precise  and  tangible  things  on  which  I  want  to 
make  a  judgment,  not,  you  know,  we  are  for  the  environment.  Ev- 
erybody is  for  the  environment. 

But  what  specifically  are  you  going  to  do,  in  terms  of  practical 
projects,  and  where  are  you  going  to  do  it,  and  how  much  are  they 
going  to  cost?  That  is  what  I  am  interested  in  knowing,  and  that 
is  when  I  go  home,  and  I  defend  you  after  the  next  "60  Minutes" 
show. 

That  is  what  I  want  to  defend  you  with,  so  that  when  constitu- 
ents from  California  go,  they  too  can  be  proud  of  being  an  Amer- 
ican. I  think  that  is  what  this  agency  is  supposed  to  do  with  its 
budget,  and  that  is  how  I  want  to  answer  the  question. 

PRIVATE  SECTOR  GROWTH  AND  AMERICAN  JOB  EXPORT 

Now,  let  me  move  on  to  something  else,  export  processing  zones. 
I  want  to  vote  for  that  which  is  practical — and  what  is  going  to 
make  me  proud  as  an  American,  because  we  are  doing  our  part  in 
the  world,  as  freedom-loving  people — I  do  not  want  to  vote  to  sus- 
tain any  agency  that  seeks  to  transfer  jobs  from  my  country,  hard- 
pressed,  off  shore,  or  to  another. 

As  you  know,  part  of  AID's  policy  has  been  to  plan,  to  develop, 
and  to  finance  the  so-called  export  processing  zones.  It  is  my  un- 
derstanding that  the  intention  of  these  zones  is  to  encourage  eco- 
nomic growth  and  to  improve  the  trade  environment. 

Congress  added  a  provision  to  the  appropriations  bill  for  fiscal 
year  1993  that  specifically  prohibits  funds  to  be  used  as  a  financial 
incentive  to  entice  U.S.  companies  to  relocate  outside. 
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I  am  also  aware  that  a  GAO  investigation  is  going  on,  and  I  be- 
lieve they  are  going  to  be  on  the  Hill  today,  talking  about  any 
progress  they  have  made  investigating  the  impact  of  these  zones  on 
American  jobs. 

The  question  that  I  want  to  ask  you  is:  How  do  you  see  your 
agency  continuing  to  promote  private  sector  economic  growth  with- 
out seeking  to  relocate  American  jobs  from  American  soil  off  shore? 

Mr.  Atwood.  Well,  needless  to  say,  we  are  absolutely  committed 
to  making  sure  that  we  are  exporting  American  goods  and  not 
American  jobs.  This  entire  program  is  in  suspense.  You  have 
passed  section  599  up  here,  which  prohibits  this  kind  of  activity, 
and  we  certainly  welcome  that  action. 

I  do  not  think  there  should  be  any  doubt  about  what  our  goal  as 
an  agency  is.  It  is  to  help  export  American  goods,  that  is,  that  our 
goal  is  to  work  on  the  demand  side  of  this  equation. 

We  want  to  work  in  foreign  countries  to  create  more  favorable 
market  opportunities.  We  want  to  create  free  markets  in  the  first 
instance.  We  want  to  try  to  convince  governments  that  they  should 
liberalize  their  economic  policies,  stop  intervening  in  their  econo- 
mies, make  sure  that  old  colonial  empires  are  not  the  only  line  to 
the  outside  world  to  many  of  these  countries.  I  think  AID's  work 
in  private  sector  development  can  create  great  opportunities  for 
American  exports. 

We  do  not,  however,  want  to  get  into  the  business  of  encouraging 
American  companies  to  move  into  free  trade  zones,  or  whatever. 
That  is  not  our  business,  and  we  have  no  business  being  involved 
in  that  kind  of  activity. 

Senator  Feinstein.  So  I  have  your  assurance  that  there  will  be 
no  activity,  whatsoever,  by  AID  to  visit  with  American  companies, 
to  lure  them  abroad,  to  provide  them  with  incentives,  or  in  any 
other  way  to  entice  them  abroad,  is  that  correct? 

Mr.  Atwood.  I  can  assure  you  that  President  Clinton  would  not 
tolerate  an  AID  administrator  who  did  that  kind  of  activity,  who 
is  involved  in  that  kind  of  action. 

Senator  Leahy.  If  the  Senator  would  just  yield  for  a  moment  on 
that,  I  wrote  a  provision  into  the  last  foreign  aid  bill  to  stop  just 
that  kind  of  activity.  I  take  it  very,  very  seriously. 

I  was  joined  in  that  legislation  by  most  Republicans  and  Demo- 
crats alike,  on  the  subcommittee.  It  passed  the  Senate  overwhelm- 
ingly, and  it  stayed  in  the  bill. 

Senator  Feinstein.  Thank  you,  Mr.  Chairman. 

Mr.  Atwood,  then,  you  support  section  599  as  it  is,  without  any 
amendments,  is  that  right? 

Mr.  Atwood.  I  do,  indeed.  However,  it  does  need  to  be  inter- 
preted with  respect  to  all  of  the  programs  that  we  are  involved  in, 
and  we  are  undergoing  that  review  now  to  see  exactly  what  reaches 
section  599. 

Clearly,  with  regard  to  the  kinds  of  activities  you  talked  about, 
I  fully  support  the  provisions  in  section  599.  However,  there  is  a 
question  about  the  micro  enterprise  and  other  small  scale  activi- 
ties. We  need  to  determine  if  we  are  talking  about  $300  loans  to 
two  or  three  women  to  open  up  a  company  somewhere  and  whether 
or  not  section  599  extends  to  that.  I  hope  that  I  will  be  given  some 
recommendations  by  the  lawyers  on  that  question  later. 
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Senator  Feinstein.  Thank  you.  I  have  one  last  question.  It  would 
seem  to  me  that  the  biggest  challenge  to  the  world's  security  today 
as  well  as  to  sustainable  development  is  to  develop  and  help  the 
former  Soviet  Republic  develop  an  economy  which  is  market-based, 
based  also  on  democratic  principles  that  involve  the  free  market, 
and  move  from  a  centralized  controlled  marketplace  to  a  private 
entrepreneurial  one. 

What  role  do  you  see  AID  pla3dng  in  this  effort,  within  the 
former  Soviet  Republics? 

Mr.  Atwood.  Well,  we  are  managing  the  bulk  of  the  programs 
in  the  former  Soviet  Union.  I  plan  to  take  my  very  first  trip  as  ad- 
ministrator to  that  region.  I  want  to  look  personally  at  some  of  the 
efforts  that  are  under  way. 

One  that  is  highly  successful  so  far  is  the  effort  to  encourage  pri- 
vatization. This  is  a  very  difficult  task  in  a  previously  centrally 
planned  economy.  There  is  no  private  property,  there  is  no  private 
business. 

So  we  need  to  support  that  kind  of  activity,  provide  capital  where 
no  capital  exists,  so  that  people  can  begin  to  open  their  own  busi- 
nesses and  understand  the  value  of  money,  and  even  understand 
the  whole  concept  of  pricing.  That  is  a  very  important  part  of  our 
program. 

Senator  Feinstein.  Well,  could  you  tell  me  what  that  means  spe- 
cifically? I  mean  what  will  you  be  doing,  in  terms  of  actual  pro- 
grams? 

Mr.  Atwood.  Again,  it  is  developing  private  enterprise,  trying  to 
help  young  entrepreneurs  to  understand  the  concept  of  risk  taking; 
getting  in  and  providing  the  capital  so  that  they  can  open  busi- 
nesses; and  helping  the  government  in  its  efforts  to  privatize  some 
of  the  old  Communist  industries.  All  of  those  kinds  of  programs  are 
going  on  under  this  privatization  fund  that  we  have  made  avail- 
able. 

We  are  also  trying  to  link  American  businesses  with  Russian 
counterparts,  so  that  they  can  transfer  their  skills  and  create  mar- 
ket relationships.  We  have  used  the  International  Executive  Serv- 
ice Corps  a  lot. 

These  are  retired  Americans,  in  most  cases,  who  go  over  and 
spend  months  trying  to  help  people  understand  the  basic  concepts 
of  keeping  a  ledger,  opening  a  business,  and  making  sure  that  the 
concept  of  the  bottom  line  is  understood. 

I  think  it  is  a  very  creative  program  that  has  worked.  We  have 
been  very  lucky  to  work  with  a  man  by  the  name  of  Chu  Maize, 
in  the  Russian  Grovemment,  who  is  one  of  these  young,  energetic 
believers  in  the  free  marketplace.  I  think  congressional  delegations 
that  have  gone  over  there  have  been  very,  very  impressed  with  his 
work. 

We  have  created  a  number  of  programs  to  help  encourage  democ- 
racy, the  growth  of  democracy.  One  of  the  first  things  that  my  pre- 
vious institute,  the  National  Democratic  Institute,  has  done  was  to 
work  at  the  local  level  to  help  local  governments  understand  how 
to  perform  their  functions  in  a  democratic  environment,  versus  that 
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of  a  totalitarian  environment.  That  has  been  helpful  in  decentraliz- 
ing. 

You  may  have  read  recent  articles  where  some  of  the  regions  in 
Moscow  have  made  a  lot  more  progress.  There  has  been  a  lot  of  ex- 
perimentation. One  of  the  benefits,  if  there  are  any,  in  the  chaos 
that  goes  on  over  there  is  that  people  have  the  leeway  to  go  out 
and  start  their  own  experiments  in  democratic  development. 

Some  of  these  regions  that  have  made  progress  in  reform  voted 
most  strongly  for  Yeltsin  in  the  last  referendum.  Those  that  had 
made  no  progress  voted  against  him  on  the  referendum  issues. 

So  decentralization  and  helping  these  various  regions  that  are 
making  progress,  and  accentuating  what  they  are  doing,  has  been 
one  of  the  objectives  of  AID. 

What  I  want  to  make  sure  we  are  doing,  and  I  want  to  do  this 
by  looking  at  it  personally,  is  to  use  more  of  a  fire  hose  rather  than 
a  sprinkler. 

Russia  is  a  vast  country.  We  cannot  make  a  great  impact  if  we 
are  spread  too  thinly,  even  within  that  one  country,  to  say  nothing 
of  the  entire  former  Soviet  Union. 

So  it  is  building  democracy,  helping  them  to  strengthen  the  insti- 
tutions of  democracy,  and  that  includes  everything  from  writing 
constitutions,  to  local  governments,  to  parliaments,  to  executive 
branches  of  government,  to  the  mayors  of  the  different  cities,  to  the 
ooblast. 

And  I  think  that  work  is  extremely  important  and  our  technical 
assistance  is  instrumental  to  them.  They  listen  to  Americans.  It  is 
very  interesting,  that  phenomenon. 

We  are  providing  humanitarian  hesdth  assistance.  We  are  provid- 
ing food  aid  for  mothers  and  children,  particularly  in  the  Far  East, 
under  a  provision  that  was  put  into  the  Foreign  Assistance  Act  by 
Senator  Leahy. 

We  are  supporting  medical  partnerships  between  American  and 
Russian  hospitals,  and  we  have  initiated  health  care  finance  reform 
programs  in  the  different  regions  of  the  former  Soviet  Union,  work- 
ing in  the  area  of  energy  and  environment,  extending  our  assist- 
ance to  help  Russia  transform  its  energy  sector  into  a  market-ori- 
ented, end-use  efficient,  and  environmentally  protected  system. 

This  is,  of  course,  extremely  important.  They  do  have  energy  re- 
sources that  can  be  brought  to  bear,  but  they  are  just  constricted 
by  their  method  of  operating.  We  want  to  eliminate  some  of  the  ob- 
solescent production  techniques  that  they  have  been  using,  and  we 
are  encouraging  energy  efficiency,  and  reducing  natural  gas  emis- 
sions. 

They  waste  so  much  natural  gas  that  just  flows  out  and  is  not 
used  at  all.  There  is  an  estimate  that  they  waste  about  $1.5  billion 
of  natural  gas  annually. 

We  are  trying  to  help  resettle  their  military  back  into  Russia.  As 
you  know,  their  military  is  spread  pretty  much  throughout  the 
former  Soviet  Union.  So  we  have  an  OfRce  Resettlement  Program, 
and  we  plan  to  build  450  houses  to  help  them  resettle. 

This  is  an  extensive  program.  It  is  being  primarily  run  by  AID, 
by  both  our  NIS  task  force  in  Washington,  and  by  a  very  small 
field  mission  in  Moscow.  I  want  to  look  at  that  to  see  whether  or 
not  those  numbers  are  appropriate,  because  I  think  we  need  to  get 


495 

out  into  the  countryside  if  we  are  going  to  make  these  programs 
work  more  effectively. 

I  am  sorry  to  take  so  long  on  that  answer,  but  it  is  an  extensive 
program. 

Senator  Feinstein.  Thank  you  very  much.  Let  me  just  end  by 
saying,  Mr.  Atwood,  could  I  get  a  full  listing  of  programs  within  the 
former  Soviet  Republics? 

Mr.  Atwood.  Absolutely. 

Senator  Feinstein.  I  am  very  interested  in  that.  Thank  you  very 
much  for  your  answers. 

Thank  you,  Mr.  Chairman. 

[The  information  follows:] 
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PROGRAMS  WITHIN  THE  FORMER  SOVIET  UNION 
*^3-8  April  1993 

USAID  MS  TASK  FORCE  ACTIVITIES 
IN  THE  NEW  INDEPENDENT  STATES  OF  TIIE  FORMER  SOVIET  UNION 

As  part  of  the  United  States'  effort  to  work  with  the  New  Independent  States  (NIS)  cf  the 
former  Soviet  Union  as  they  make  the  transition  to  democracy  and  a  free  market  economy,  the  U.S. 
Agency  for  International  Development  (USAID)  established  a  Task  Force  in  April  1992.    To 
coordinate  and  implement  these  programs,  USAID  provided  $235  million  in  its  own  FY  1992  funds. 
An  additional  $417  million  for  NIS  projects  has  been  authorized  by  the  U.S.  Congress  for  FY  1993 
under  the  Freedom  Support  Act. 

USAID  MISSIONS  IN  THE  NIS 

To  support  this  effort,  USAID  missions  are  now  open  in  Moscow,  Kiev,  Yerevan  and  Almaty. 
The  Moscow  mission  serves  Russia;  Kiev  serves  Ukraine,  Belarus  and  Moldova;  Yerevan  .serves  the 
Caucasus  region;  and  Almaty  serves  the  Central  Asian  republics.    Persons  living  or  working  in  the 
NIS  are  urged  to  contact  the  missions  at  the  following  telephone  numbers: 
-  Moscow,  Russia  7-095  205-2846/2875 

-  Kiev,  Ukraine  7-044  220-5589 

-  Yerevan,  Armenia  7-885  524  661 
--  Almaty,  Kazakhstan         7-3272  696-490 

NIS  TASK  FORCE  PROJECTS  IN  THE  NIS 

As  of  April  1993,  USAID  has  authorized  and  begun  implementing  ten  projects  in  the  NIS. 
They  are: 

Project  0001:  Special  Initiatives 

Project  0002:  Energy  EfTlclency  and  Market  Reform 

Project  0003:  Envirotmiental  Policy  and  Technology 

Project  0004:  Health  Care  Improvement 

Project  0005:  Private  Sector  Initiatives 

Project  0006:  Food  Systems  Restructuring 

Project  0007:  Democratic  Pluralism  Initiatives 

Project  0008:  Housing  Sector  Reform 

Project  0009:  Economic  Restructuring  and  Fmancial  Reform 

Project  0012:  NIS  Exchanges  and  Training 

In  addition,  two  projects  arc  currently  in  the  authorization  process: 

Project  0010:    Foundation  for  Technical  Assistance  (Eurasia  Foundation) 

Project  0011:    Enterprise  Funds 

The  NIS  Task  Force  also  has  an  Office  of  Emergency  Humanitarian  Assistance  which  is 
engaged  in  coordinating  a  number  of  ongoing  emergency  food  and  medical  programs  in  the  NIS. 
For  further  information,  call  (202)  647-9950 


#93-9  April  1993 

USAID  SPECIAL  INITIATIVES  PROGRAM 
IN  THE  NEW  INDEPENDENT  STATES  fNIS)  OF  THE  FORMER  SOVIET  UNION 

(Project  GOOD 
In  March  1992,  the  U.S.  Agency  for  International  Development  (USAID)  initialed  its  first 
program  to  support  the  economic  and  social  transformation  of  the  New  Independent  States  (NIS)  of 
the  former  Soviet  Union  to  free-market  democracies.    Since  then,  USAID  has  budgeted  $149  million 
in  FY  1992  and  1993  for  quick  responscycross  sectoral  activities,  emergency  humanitarian  assistance 
(EHA)  and  pilot  programs/innovative  approaches.  (A  separate  fact  sheet  describes  EHA  activities  in 
the  NIS). 


497 


Quick  Response/Cross  Sectoral  Activities 

Private  Voluntary  Organizations:   Coordinated  by  World  Learning,  this  program  focuses  on 

developing  a  sustainable,  private  social  services  sector  aimed  at  creating  income  generation 

opportunities  for  at-risk  populations.    U.S.  PVOs  work  directly  with  nongovernmental  counterparts 

in  the  NIS  to  help  them  mobilize  community  resources  to  protect  vulnerable  groups  and  create  jobs. 

To  date,  sub-grants  have  been  made  to  the  American  Red  Cross;  Global  Jewish  Assistance  and 

Relief  Network;  International  Orthodox  Charities;  World  Vision;  World  Institute  on  Disability, 

Miramed-Magee,  United  Way  International,  PACT/FSI,  ADF/Interlegal,  YMCA;  and,  ISAR. 

Additional  grants  will  be  awarded  later  this  year. 

Special  American  Business  Internship  Training  (SABIT):  Administered  by  the  Department  of 

Commerce,  has  placed  approximately  250  scientists  and  executives  in  150  different  U.S.  firms  for 

3-  to  6-  month  internships  to  provide  first-hand  knowledge  of  and  experience  working  in  a  market 

economy. 

Public  Policy:    Administered  by  the  U.S.  Information  Agency  (USIA),  trains  top  NIS  officials  in 

the  principles  and  methods  of  Western  governance  and  democratization. 

America  Houses:    Administered  by  USIA,  three  facilities  are  being  established  in  the  NIS  to  serve 

as  business,  meeting  and  cultural  centers  for  U.S.  government  and  private  organizations  and  their 

NIS  counterparts. 

Business  Development:    US  AID  is  funding  the  International  Executive  Service  Corps  and  the 

Citizens  Democracy  Corps  to  help  NIS  commercial  enterprises  and  government  organizations 

strengthen  their  business  capabilities.    lESC  offices  have  been  set  up  in  Almaty  and  Kiev.    Offices 

will  also  be  opening  in  Khaborovsk  and  Vladivostok. 

Rule  of  Law:    Administered  by  the  Department  of  State  in  conjunction  with  the  American  Bar 

Association,  focuses  on  the  legal  framework  for  rule  of  law  principles  and  training  of  NIS  jurists 

and  legal  experts. 

OECD  Technical  Assistance:   The  Organization  of  Economic  and  Cultural  Development's  (OECD) 

Center  for  the  Cooperation  with  European  Economies  in  Transition  has  been  awarded  a  grant  to  help 

fund  a  data  base  and  other  activities  in  the  NIS. 

Pilot  Programs/Innovative  Approaches 

U.S.-Turkcy  Cooperative  Program:   The  U.S.  and  Turkey  will  work  on  a  bank  training  and 

maternal/child  health  program  in  Central  Asia. 

U.S. -Israel  Cooperative  Program:   Technical  assistance  and  training  is  provided  to  senior 

government  officials,  farm  planners  and  managers  throughout  Central  Asia. 


#93-10  April  1993 

USAID  ENERGY  PROGRAM  IN  THE  NEW  INDEPENDENT  STATES  (MS) 

OF  THE  FORMER  SOVIET  UNION 

(Project  0002) 

The  U.S.  Agency  for  International  Development  (USAID)  has  budgeted  $92.6  million  for  FY  1992 
and  1993  to  cooperate  with  the  New  Independent  States  (NIS)  of  the  former  Soviet  Union  in  developing 
their  energy  sector.    These  funds  are  supporting  activities  in  civilian  nuclear  power  plant  safety,  energy 
efficiency,  energy  production  and  delivery  systems,  energy  pricing,  privatization  and  institutional  reform. 

Nuclear  Power  Plant  Safety:  Through  the  U.S.  Department  of  Energy  and  the  U.S.  Nuclear  Regulatory 
Commission,  USAID  will  fund  programs  designed  to  improve  unsafe  civilian  nuclear  reactors  in  the  NIS. 
These  programs  will  focus  on  reducing  the  risk  of  accidents  in  aging  Soviet-designed  nuclear  reactors  and 
developing  effective  regulatory  standards  and  procedures.    Efforts  include  short-term  operational  safety 
improvements,  risk  reduction  measures,  and  regional  training  centers. 

Efficiency  and  Performance  Improvement:    Three  U.S.  engineering  firms  have  signed  contracts  with 
USAID  to  assess  and  identify  energy  efficiency  improvements  in  selected  heating  systems  in  Armenia, 
Belarus,  Kazakhstan,  Kyrgyzstan,  Russia  and  Ukraine,  and  identify  instrumentation  and  equipment  which 
would  improve  energy  efficiency  in  these  systems.    Efforts  to  improve  energy  efficiency  will  expand  to 
include  electric  power,  refineries,  industry  and  residential  buildings.    USAID  will  collaborate  with  the 
Moscow  Energy  Efficiency  Center  to  provide  to  NIS  organizations  information  on  technology  available 
from  U.S.  companies. 
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Production  and  Delivery  Systems:    U.S.  coaJ  management  and  labor  specialists,  through  an  agreement 
with  Partners  in  Economic  Reform,  have  been  providing  advice  on  the  management  and  safely  of  coal 
mines  in  the  Kuzbass  and  VorlcuU  regions  in  Russia,  the  Donbass  region  of  Ukraine  and  the  Karaganda 
Basin  in  Kazakhstan.    Since  September  1992,  USAID  has  provided  technical  assistance  to  Armenia's 
Ministry  of  Energy  and  Fuel  in  conjunction  with  a  loan  from  the  European  Bank  for  Reconstruction  and 
Development  (EBRD)  to  complete  the  Hrazdan  power  generation  facility.     In  Russia  USAID  will  promote 
the  efficient  use  of  gas  and  oil,  which  in  the  long-run  will  generate  much  needed  hard  currency  exports. 
Other  USAID  technical  cooperation  programs,  together  with  World  Bank  and  EBRD  loans,  will  promote 
coal  mine  safety  and  productivity,  and  clean  coal  technologies. 

Pricing,  Policy  and  Inslilulional  Reform:    Last  summer  USAID  brought  senior  energy  officials  and 
managers  from  Kazakhstan  and  Kyrgyzstan  to  the  U.S.  to  learn  about  the  American  energy  sector, 
technology  and  products.    USAID  will  establish  an  energy  industry  partnership  program  between  NIS  and 
U.S.  companies  to  transfer  information  on  free  market  energy  sector  operations  and  management  practices 
in  Armenia,  Belarus,  Kazakhstan,  Kyrgyzstan,  Russia  and  Ukraine  through  a  cooperative  agreement  with 
The  U.S.  Energy  Association.    USAID  is  in  partnership  with  Ukraine,  Kazakhstan  and  Armenia  in  drafting 
national  energy  plans  and  formulating  privatization  strategies;  and  has  funded  the  Institute  for  International 
Education  to  develop  petroleum  commodity  exchange  in  Moscow.    Under  a  new  initiative,  USAID  will 
work  with  Russian  partners  in  privatizing  state-owned  energy  producers,  reforming  the  price  and  tariff 
structure,  and  introducing  an  appropriate  regulatory  framework  in  the  energy  sector. 


#93-11  April  1993 

USAID  ENVIRONMENTAL  PROGRAM  IN  THE  NEW  I>fDEPENDENT  STATES 

(NIS)  OF  THE  FORMER  SOVIET  UNION 

(Project  0003) 


The  U.S.  Agency  for  International  Development  (USAID)  has  budgeted  $12  million 
in  FY  1993  to  improve  the  short-  and  long-term  environmental  qiiality  of  the  New 
Independent  States  of  the  foimer  Soviet  Union.   The  initiative,  announced  in  October  1992, 
is  designed  to  ensure  that  environmental  quality  goea  hand-in-hand  with  economic  and 
democratic  reforms.    The  initiative  is  being  implemented  by  USAID,  the  Environmental 
Protection  Agency  (EPA),  the  U.S.  private  sector,  and  U.S.  nongovernmental  organizations 
in  cooperation  with  their  NIS  counterparts  in  government,  private  sector  and  responsible 
citizen  organizations. 

EnviroDmeatal  Policy  and  Institution-Building:   Resident  and  short-term  advisers,  working 
with  key  decision-makers  in  environmental  and  natural  resource  ministries  and  legislatures, 
are  helping  develop  new  environmental  policies,  laws,  and  regulations.    USAID  and  EPA  are 
also  organizing  and  conducting  training  programs  to  strengthen  environmental  management 
institutions. 

Private  Sector  Technology  Support:   In  close  collaboration  with  the  World  Bank  and  other 
financial  institutions,  the  U.S.  is  identifying  specific  regions  in  the  NIS  with  significant 
environmental  challenges  for  urgent  attention.    U.S.  expertise  will  be  provided  to  identify  the 
ecological,  epidemiological  and  economic  risks  of  pollution  in  selected  regions  and  to 
develop  new  policies  and  practices  by  demonstrating  technologies  that  improve  environmental 
quality. 

Public  Awareness  and  Environmental  Accountability:   USAID  is  supporting  partnerships 
between  U.S.  non-governmental  environmental  organizations  and  their  counterparts  in  the 
NIS  to  strengthen  NIS  management  capabilities  and  enhance  public  participation  in 
environmental  management.   Support  is  also  being  provided  for  public  education  programs  to 
improve  public  awareness  of  environmental  problems  and  efforts  to  solve  them.    As  an 
example  of  this  effort,  USAID  published  a  magazine  supplement  in  Delovie  Lyudi  ('Business 
and  the  Ex-USSR")  summarizing  U.S.  environmental  management  experience  and  the  role  of 
American  business. 
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#93-12  April  1993 

USAID  HEALTH  PROGRAM  IN  THE  NEW  EVPEPEIVDENT  STATES  fNlS) 
OF  THE  FORMER  SOVIET  UNION 

The  U.S.  Agency  for  International  Development  (USAID)  has  budgeted  $16,400,000  in  FY 
1993  to  improve  health  care  systems  in  the  New  Independent  States  (NIS)  of  the  former  Soviet 
Union.    For  information  concerning  USAlD's  health-related  Emergency  Programs  in  the  NIS,  see 
the  separate  Emergency  Programs  factsheet. 

Medical  Partnerships:   Through  Children's  Health  System  and  the  American  International  Health 
Alliance,  20  partnerships  have  been  established  between  U.S.  hospitals  and  health  care  institutions  in 
nine  NIS  republics.    These  provide  clinical  and  administrative  training  both  in  the  U.S.  and  the  NIS. 
Paitnerships  in  all  12  NIS  republics  are  expected  by  1994. 

Vaccine  and  Pharmaceutical  Production:  To  address  deteriorating  vaccine  production  in  the  NIS, 
commodities,  equipment  and  short-term  technical  assistance  activities  are  being  provided  to  re- 
establish productive  capacity  at  plants  producing  measles,  polio  and  DPT  (diphtheria,  pertussis  and 
tuberculosis)  vaccines  in  the  NIS.   The  U.S.  Food  and  Drug  Administration  is  providing  technical 
support  in  vaccine  quality  control  regulation.    Two  U.S.  firms,  Merck  and  Lederle,  are  providing 
technical  advice  on  production.    Other  U.S.  firms  are  investigating  longer  term  investments  and 
joint  ventures. 

Health  Care  Financing:    USAID  has  developed  plans  to  improve  the  efficiency  and  quality  of 
health  service  delivery  in  the  NIS  through  health  finance  reform.    Initial  efforts  have  provided  U.S. 
expert  advice  on  several  health  financing  options. 

U.S.  Trade  and  Investment  Opportunities:    USAID  is  working  to  help  private  American 
businesses  establish  commercial  relations  with  the  health  sector  in  the  NIS.    The  Department  of 
Commerce  is  conducting  seminars  in  the  U.S.  and  organizing  trade  missions  to  the  NIS  to  bring 
U.S.  and  NIS  health  care  representatives  together.    USAID  is  also  funding  the  Overseas  Private 
Investment  Corporation  (OPIC)  and  the  Trade  and  Development  Agency  (TDA)  to  organize 
investment  missions,  provide  information  and  conduct  feasibility  studies  on  investment  opportunities 
in  the  NIS. 

Women's  Health  Initiative:   Building  on  results  of  a  January  1993  regional  seminar  on  Maternal 
and  Child  Health  in  the  Central  Asian  Republics  of  NIS,  USAID  is  developing  programs  to  support 
the  modernization,  improved  effectiveness  and  financing  of  women's  reproductive  health  care,  with 
emphasis  on  increasing  access  to  modem  contraceptive  methods. 

WHO  Clearinghouse:   USAID  also  funds  the  World  Health  Organization's  clearinghouse  for 
information  on  donor  assistance  activities  in  the  NIS. 


^3-13  April  1993 

USAID  PRIVATE  SECTOR  INITIATIVES 
IN  THE  NEW  INDEPENDENT  STATES  fNIS)  OF  THE  FORMER  SOVIET  UNION 

(Pioject  0005) 

The  U.S.  Agency  for  International  Development  (USAID)  has  budgeted  more  than  $121 
million  for  FY  1992  and  1993  to  support  private  sector  development  in  the  New  Independent  States 
(NIS)  of  the  former  Soviet  Union.    The  program  focuses  on  three  strategic  areas:  privatization,  trade 
and  investment,  and  small  business  development.    Conversion  from  defense  to  civilian  production  is 
a  common  theme  that  cross-cuts  these  areas.    Activities  in  each  area  include  policy,  legal, 
institutional  reform  and  business  support  activities.    A  new  Enterprise  Fund  which  will  provide  $65 
million  to  support  small  and  medium  enterprises  in  1993  is  described  in  a  separate  fact  sheet. 

Privatization:   USAID's  support  for  privatization  in  the  NIS  is  focused  on  two  streams  of 
activities.    This  first  is  privatization  policies,  programs  and  transactions  which  transfer  state-owned 
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assets  to  productive  private  sector  use.   The  second  is  development  of  an  appropriate  legal, 
regulatory,  and  institutional  framework  which  will  lead  to  a  favorable  business  environment.    In 
order  to  implement  each,  USAID  will  enter  into  contracts  with  a  range  of  institutions,  small 
businesses,  and  individuals. 

Initially,  USAID  is  supporting  Russia's  mass  privatization  program.    Through  a  contract  with 
Sawyer  Miller,  U.S.  communication  experts  are  supporting  the  Russian  State  Privatization  Agency's 
(GKl)  public  education  campaign  on  vouchers  that  will  allow  citizens  to  purchase  stock  in  newly 
privatized  firms.    USAID  is  also  funding,  through  Price  Waterhouse  and  the  Harvard  Institute  for 
International  Development,  five  resident  advisors,  three  short-term  energy  advisors  and  five 
person/years  of  short-term  technical  assistance  to  OKI.    Other  USAID  partners  include  the  Boston 
Consultants,  Deloitte  &  Touche,  and  Lehman  Brothers.    The  focus  is  on  enhancing  the  commercial 
viability  of  recently  privatized  enterprises. 

In  Central  Asia,  financial  and  legal  experts  (Price  Waterhouse,  USAID,  the  Securities  and 
Exchange  Commission,  the  Commerce  Department)  collaborated  with  host  governments  and  the 
World  Bank  to  complete  privatization  action  plans  for  Kazakhstan,  Kyrgyzstan  and  Uzbekistan. 
Two  long-term  financial  experts  are  advising  the  Government  of  Uzbekistan  on  creating  the  legal 
framework  to  support  entrepreneurship  and  privatization. 

In  addition,  USAID  has  provided  funding  to  support  small  business  auctions.   These  were 
initially  implemented  in  Nizhny  Novgorod  and  then  expanded  to  Volgograd  and  Tomsk  in  Russia 
and  L'viv,  Ukraine.   Training  manuals  for  small  business  auctions  have  been  distributed  to  3,000 
cities.    The  implementing  agent  for  this  activity  is  the  International  Finance  Corporation. 

Trade  and  Investment:    The  Department  of  Commerce,  with  USAID  funds,  has  esUblished  a 
clearinghouse  for  U.S.  firms  on  business  information  and  commercial  opportunities.    A  matching 
grant  program  helps  American  non-profit  business  consortia  establish  MIS  offices  and  promote  U.S. 
exporti,  in  turn  meeting  NIS  technology  and  equipment  needs.    USAID  and  Commerce  arc  now 
collaborating  to  esublish  business  centers  in  the  NIS  that  would  help  NIS  and  U.S.  businesses 
function  more  effectively. 

USAID  has  provided  initial  funding  to  the  Overseas  Private  Investment  Organization  (OPIC) 
and  the  Trade  and  Development  Agency  to  start  their  NIS  programs  for  investment  missions  and 
feasibility  studies  in  sectors  such  as  pharmaceuticals  and  energy  where  U.S.  commercial  interests 
match  NIS  development  priorities. 

Another  USAID  trade  and  investment  program  funds  the  International  Executive  Service 
Corps.  (lESC)  to  implement  technical  assistance  programs  to  support  private  business  development 
and  to  assist  NIS  defense  industries  convert  to  non-defense  related  activities.    lESC  advisors  are 
currendy  located  in  Ukraine,  Russia,  and  Kazakhstan. 

Other  USAID  programs  for  trade  and  investment  in  the  NIS  include  grants  to  the  National 
Governors  Association  and  the  National  Association  of  State  Development  Agencies  to  help  build 
NIS  trade  networks  and  support  for  the  State  Department  program  to  help  NIS  governments  adapt 
telecommunications  laws/regulations  to  a  market  economy.   Through  the  Center  for  Strategic  and 
International  Studies,  USAID  is  also  funding  a  government  and  business  roundtable  to  eliminate 
obstacles  to  private  enterprise  and  foreign  investment  in  St.  Petersburg. 

Small  Business:   USAID  has  provided  funds  through  the  Gemini  Project  for  assessments  of 
potential  small  business  activities  in  Kazakhstan,  the  Russian  Far  East,  Uzbekistan,  and  Ukraine. 

USAID  will  also  support  recently  privatized  small  businesses  resulting  from  auctions  and  sales 
of  publically-owned  enterprises.    Technical  assistance  programs  for  these  businesses  will  include 
management  training,  mentorship,  and  assistance  in  obtaining  credit  and  financing.   This  will  be 
augmented  by  a  public  education  program  under  USAID's  Economic  Restructuring  Project,  designed 
to  address  issues  facing  entrepreneurs  and  strengthen  public  support  for  business  development. 

In  addition,  USAID  is  collaborating  with  the  Peace  Corps  to  equip  small  business  development 
centers  in  Russia.    A  corps  of  volunteers  from  the  American  business  community  works  one-on-one 
with  NIS  partners,  helping  them  to  develop  the  necessary  skills  for  operating  small  businesses. 
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#93-14  April  1993 

USAID  FOOD  SYSTEMS  RESTRUCTURING  PROGRAM 

IN  TIIE  NEW  PSfPEPENDENT  STATES  (NIS)  OF  TIIE  FORMER  SOVIET  UNION 

(Project  0006) 

The  U.S.  Agency  for  International  Development  (USAID)  has  budgeted  $48  million  in  FY 
1992  and  1993  to  work  in  partnership  with  the  New  Independent  States  (NIS)  of  the  former  Soviet 
Union  in  developing  market-based  food  production  and  distribution  systems. 

Agribusiness  DeTclopment:   USAID  is  working  with  U.S.  agribusinesses  and  the  private  sector  in 
the  NIS  to  improve  the  efficiency  of  agricultural  input,  processing  and  marketing  systems.    A 
USAID  contract  with  Land  O'Lakes  will  establish  an  Agribusiness  Center  in  the  Tula  Region  of 
Russia  and  will  work  with  the  Association  of  Peasant  Farms  and  Agricultural  Cooperatives.    This 
will  assist  private  farmers  in  agribusiness  management,  operations,  and  value-added  processing.    A 
grant  to  the  Iowa  International  Development  Foundation  will  expand  agribusiness  demonstration  and 
training  programs  in  the  NIS  to  include  grain  storage  and  handling  techniques  and  the  use  of 
soybean  extruding  equipment.    USAID  has  signed  cooperative  agreements  with  Citizens  Network 
and  the  TriValley  Growers  to  foster  partnerships  with  NIS  private  farmers,  enterprises,  and  reform- 
oriented  institutions.   The  two  associations  will  work  with  their  member  companies  to  provide 
technical  assistance  and  agricultural  training  which  will  help  to  create  efficient  input  delivery 
systems;  introduce  new  standards  for  harvesting,  processing,  and  distribution;  and  break  bottlenecks 
between  producers  and  consumers. 

Foods  and  Feed  Grains  Storage:   Improving  storage  capability  for  perishable  foods  and  feed  grains 
should  help  the  NIS  republics  provide  their  people  with  a  stable  jind  secure  food  supply.    A  grant  in 
September  1992  to  North  American  Agriculture,  Inc.  funded  construction  of  50  grain  storage 
complexes  in  Russia,  15  in  Ukraine  and  15  in  Kazakhstan.    A  grant  to  Global  Steel  funded 
construction  of  5,0(X)  metric  ton  potato  storage  facilities  in  both  Russia  and  Ukraine.    A  grant  to  the 
University  of  Idaho's  Postharvest  Institute  for  Perishables  has  enabled  them  to  train  farmers  in 
potato  harvesting,  storage,  handling  and  marketing.    With  a  USAID  grant,  Kansas  State  University 
conducted  an  assessment  of  the  grain  and  storage  capabilities  in  Russia  and  Ukraine.    Based  on  this 
study,  energy  storage  facilities  were  provided. 

Armenian  Extension  Serrlces:     Under  an  agreement  with  the  Extension  Service  of  the  U.S. 
Department  of  Agriculture,  USAID  provides  funding  for  long-term  agricultural  specialists  in  the 
Republic  of  Armenia.   Two  Extension  Service  advisers  are  assisting  the  Armenian  Ministry  of 
Agriculture  in  legislative,  staffing  and  regulatory  policy.    They  also  will  facilitate  U.S.  and 
Armenian  agribusiness  ventures  and  develop  training  materials  and  programs  in  agribusiness 
development,  farm  management  and  marketing. 

Farmer-to-Farmer  Program:   This  USAID  activity  will  link  over  300  American  volunteer  farmers 
with  farmers  in  the  NIS  in  order  to  provide  direct,  practical  agricultural  marketing  experience  and 
know-how.   These  volunteers  will  build  on  the  work  of  80  volunteers  already  in  Russia.   Their 
technical  expertise  will  help  new  private  farmers  learn  the  skills  needed  to  operate  in  a  market 
economy,  improve  crop  quality,  reduce  losses,  and  respond  to  consumer  demand. 


#93-15  April  1993 

DEMOCRATIC  PLURALISM  INITIATIVES 
IN  THE  NEW  INDEPENDENT  STATE.S  OF  THE  FORMER  SOVIET  UNION  (NIS) 

(Project  0007) 

The  U.S.  Agency  for  International  Development  (USAID)  has  budgeted  $44.6  million  in  FY 
1992  and  1993  to  cooperate  with  the  New  Independent  States  (NIS)  of  the  former  Soviet  Union  as 
they  make  the  transformation  from  one-party,  centralized  regimes  to  pluralistic  democracies.    The 
project  consists  of  the  following: 

Political  and  Civic  Organizations:    USAID  supports  development  of  political  parties,  civic 
organizations,  independent  labor  unions,  and  free  and  fair  elections.    Grants  for  these  activities  have 
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been  awarded  lo  the  International  Republican  Institute,  the  National  Democratic  Institute,  the  Free 
Trade  Union  of  the  AFL-CIO  and  the  International  Foundation  for  Electoral  Systems.    Election 
monitoring  and  technical  support  is  available  to  all  the  NIS  states,  and  has  been  provided  for  the 
June  presidential  elections  in  Azerbaijan  and  the  October  parliamentary  elections  in  Georgia. 
Grantees  are  working  with  political  parties  and  civic  organizations  in  Kazakhstan,  Russia,  Ukraine 
and  Uzbekistan. 

Independent  Media:    USAID  supports  the  development  of  independent  press,  television  and  radio 
through  training,  technical  assistance  and  equipment.    A  grant  to  a  non-profit  media  organization, 
Intemews,  is  providing  training  for  Kazakhi,  Russian,  and  Ukrainian  journalists  and  station 
managers  in  modem  broadcasting  production  and  management  techniques.    Training  seminars  in  this 
sector  have  been  held  in  several  cities  including  Samara,  Volograd,  Kiev  and  Moscow. 

Rule  of  Law:     A  grant  to  the  American  Bar  Association  (ABA)  provides  help  to  NIS  governments 
in  drafting  new  legislation  and  new  constitutions;  and  fields  long  and  short-term  advisers  to  respond 
to  requests  for  legal  assistance,  and  training  of  judges  and  lawyers  in  rule  of  law  principles.   The 
ABA  has  field  representatives  in  Belarus,  Kazakhstan,  Kyrgyzstan,  Russia  and  Ukraine. 

Democratic  Governance  and  Public  Administration:  This  USAID  program  helps  national, 
regional,  regional,  and  local-level  public  sector  institutions  in  the  NIS  become  more  accountable  and 
responsive  to  the  citizens  they  serve.    Emphasis  is  on  decentralization  of  power  to  local  levels.    A 
grant  has  been  awarded  to  the  Atlantic  Council  of  the  U.S.  to  conduct  training  activities  to  promote 
civilian  involvement  in  the  oversight  of  the  military  in  Russia  and  Ukraine.   Through  a  new 
initiative,  a  consortia  of  U.S.  universities,  associations,  and  private  management  firms  will 
cooperate  with  local  and  municipal  governments  in  their  efforts  to  improve  municipal  management 
and  finance. 


/f92-\6  April  1993 

USAID  HOUSING  REFORM  PROGRAM  IN  THE  NEW  INDEPENDENT  STATES  (NIS) 

OF  THE  FORMER  SOVIET  UNION 
(Project  0008) 

To  support  the  development  of  a  market-oriented  housing  sector  in  the  New  Independent 
States  (NIS)  of  the  former  Soviet  Union,  the  U.S.  Agency  for  International  Development  (USAID) 
has  budgeted  $16  million  in  FY  1992  and  1993.    The  goal  of  this  program  is  to  reduce  high  public 
subsidies  in  the  housing  sector,  transfer  key  functions  from  the  public  to  the  private  sector,  and 
develop  housing  finance  mechanisms.  Long-term  resident  advisers  and  short-term  specialists  will 
pursue  these  goals  in  partnership  with  public  and  private  sector  officials  in  the  NIS. 

In  response  to  requests  from  NIS  governments,  USAID  is  providing,  through  three  U.S. 
firms  specializing  in  housing  and  urban  management,  long-term  advisors  to  provide  policy  advice, 
training  and  technical  assistance  lo  cognizant  public  and  private  institutions.    This  is  complemented 
by  a  network  of  short-term  specialists.    Currently,  national  advisers  are  collaborating  with  housing 
officials  in  Kazakhstan,  Armenia  and  Russia,  and  local  advisors  are  working  with  NIS  counterparts 
in  Moscow,  Novosibirsk,  Yekaterinburg.    Three  additional  advisors  will  be  fielded  by  fall  1993. 

Subsidy  Reduction:    USAID  supports  NIS  governments  in  their  efforts  to  reduce  high  housing 
subsidies  and  move  toward  market-based  rent  and  utility  pricing;  privatize  the  management  and 
maintenance  of  housing;  and  establish  housing  allowance  safety-net  programs.    In  Yerevan,  advisory 
services  are  helping  the  city  create  a  pilot  project  to  demonstrate  the  efficiency  of  managing  housing 
through  condominium  associations.    USAID-funded  advisors  provided  key  input  into  a  recent,  far- 
reaching  law  passed  in  Russia  "Fundamentals  of  Federal  Housing  Policy."    Housing  specialists 
advised  the  government  of  Kazakhstan  on  development  of  the  State  Housing  Privatization  Program 
to  reduce  housing  subsidies  and  create  an  allowance  program  for  vulnerable  groups. 

Construction  and  Ownership:   Through  close  collaboration  with  key  government  officials  in 
housing  and  privatization  ministries,  housing  advisors  are  providing  expert  advice  on  a  range  of 
issues  related  to  the  development  of  a  private  housing  market.  Examples  include  plans  for  land 
privatization  and  land  policy  reform  in  Armenia;  and  the  development  of  a  private  housing  market  in 
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Ukraine,  including  policies  and  mechanisms  for  housing  production  and  sale,  and  drafting  laws  on 
property  rights,  title  transfer,  foreclosure,  and  landlord  tenant  relations. 

Housing  and  Urban  Finance:    The  MOSBUSINESSBANK  in  Russia  signed  an  agreement  with  the 
US  government  to  become  demonstration  site  for  a  private  mortgage  banking  system  in  Russia. 
MOSBUSINESSBANK  and  other  commercial  banks  in  Russia  have  requested  USAID  assistance  in 
establishing  a  Mortgage  Banking  Institute  in  Moscow. 


ff93-n  April  1993 

ECONOMIC  RESTRUCTURING/FINANCIAL  SECTOR  REFORM  PROIECT 
IN  THE  NEW  INDEPENDENT  STATES  (SIS)  OF  THE  FORMER  SOVIET  UNION 

(Project  0009) 

The  U.S.  Agency  for  International  Development  (USAID)  has  budgeted  $32  million  in  FY 
1992  and  1993  to  help  the  New  Independent  States  (NIS)  of  the  former  Soviet  Union  transform  their 
command  economies  to  market-based  systems.    This  project  focuses  on  three  areas:  fiscal  sector 
reform;  financial  sector  reform;  and  fostering  a  market  environment. 


Fiscal  Sector  Rerorm:    In  conjunction  with  the  U.S.  Treasury  Department,  USAID  is  funding 
advisors  in  the  finance  ministries  and  Central  Banks  of  Belarus,  Kazakhstan,  Russia  and  Ukraine. 
Those  selected  are  specialists  in  the  areas  of  tax  policy,  administration  and  compliance;  budget  and 
customs;  and,  public  debt.     Kyrgyzstan  and  Uzbekistan  have  notified  USAID  of  their  interest  in 
resident  advisors;  and  Uzbekistan  has  requested  technical  advice  in  lax  administration,  banker 
training,  and  statistical  systems. 

Effective  decentralization  and  privatization  will,  moreover,  require  new  tax  and  expenditure 
systems  for  local  and  regional  governments.    Throughout  the  NIS,  USAID  will  finance  technical 
assistance  in  the  fiscal  area  to  help  local  and  regional  governments  design  and  implement  fiscal 
structures,  including  revenue  systems,  needed  to  finance  social  services  and  other  budgetary 
requirements  currently  financed  by  state  enterprises.    Programs  will  start  in  the  Moscow  oblast  and 
will  be  targeted  at  regions  making  significant  privatization  progress. 

Financial  Sector  Reform:    USAID-funded  advisors  were  sent  by  the  Treasury  Department  to 
Ukraine  to  work  with  National  Bank  officials  in  laying  the  basis  for  the  introduction  of  a  Ukrainian 
currency.    A  resident  advisor  has  been  identified  for  Kazakhstan,  and  Kyrgyzstan  has  requested 
resident  advisors,  as  well.  Short-term  advisory  services  to  these  countries  will  continue. 

USAID  specialists  participated  with  the  World  Bank  in  a  mission  to  Russia  and  Ukraine  in 
December  1992,  to  discuss  financial  sector  reform  needs  with  those  governments.    USAID 
sponsored  a  conference  in  Washington  in  January  1993,  at  which  the  U.S.  government,  the  World 
Bank  and  the  IMF  coordinated  technical  assistance  requirements  for  Russia,  Ukraine,  and 
Kyrgyzstan. 

Market  Environment:    USAID  will  fund  activities  designed  to  support  NIS  efforts  in  fostering  a 
market  environment.    Technical  cooperation  with  NIS  governments  will  be  focussed  in  three  areas: 
legal  and  regulatory  reform  focused  on  anti-monopoly  law  and  enforcement;  economic  education  to 
develop  NIS  capabilities  to  teach  economics  at  the  graduate  and  undergraduate  level;  and  training  to 
improve  collection,  analysis  and  use  of  economic  statistics. 


^■''^^  April  1993 

USAID  EURASIA  FOUNDATION  PROGRAM 
IN  THE  NEW  INDEPENDENT  STATES  (NIS)  OF  THE  FORMER  SOVIET  UNION 

(Project  0010) 

^^  ^'^'  '^^^"'^y  ^°^  International  Development  (USAID)  has  budgeted  $8  million  for  FY 
1993  »o  support  an  independent,  grant-giving  foundation  which  wiU  use  public  and  private  resources 
to  foster  the  process  of  economic  and  political  reform  in  the  New  Independent  States  of  the  former 
Soviet  Union.    Tlie  Eurasia  Foundation  is  broadly  consUtuted  to  promote  and  strengthen  market 
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economies  and  institutions  in  the  New  Independent  States.    Its  strengths  are  in  its  ability  to  provide  a 
rapid-response,  flexible,  on-the-ground  instrument  to  make  grants  in  a  wide  range  of  areas.    The 
Eurasia  Foundation,  which  operates  within  policy,  programmatic  and  budgetary  guidelines  under  the 
direction  of  a  Board  of  Directors,  encourages  collaboration  with  and  contributions  from  private 
funding  sources  and  supports  innovative,  field-based  programs  throughout  the  NIS  in  the  following 
areas: 

Economic  Reronn;   The  Eurasia  Foundation  will  fund  small,  innovative  programs  which  Itad  to 
growing  market  economies  based  on  private  enterprise.    The  Foundation  will  support  policy  and 
technical  advice,  and  the  provision  of  data  and  information  in  order  to  improve  the  legal,  policy  and 
regulatory  framework  for  private  ownership  and  enterprise.    The  Eurasia  Foundation  will  also 
provide  assistance  to  public  and  private  sector  entities  involved  in  creating  modem,  efficient, 
market-based  systems  of  financial  intermediation,  with  assistance  being  targeted  on  central  banks, 
finance  ministries,  state-owned  banks  selected  for  privatization,  slock  and  bond  markets,  pension 
systems  and  insurance  programs. 

Education  and  Training:   The  Foundation  will  support  a  broad  educational  program  aimed  at  key 
human  resource  constraints  that  limit  the  ability  of  the  NIS  to  restructure  their  economies  and 
develop  businesses.    This  includes  providing  training  and  technical  expertise  in  business,  economics 
education  and  market  economic  principles. 

Democratic  Reform:   The  Eurasia  Foundation  will  support  efforts  to  establish  the  elements  of 
democratic  society  in  the  NIS,  with  emphasis  placed  on  human  rights,  civil  society,  rule  of  law, 
independent  print  and  broadcast  media.    Activities  may  include  technical  assistance  to  establish  a 
framework  to  protect  the  integrity  of  the  individual  and  the  exercise  of  basic  rights;  assistance  to 
emerging  civic  organizations,  professional  associations  and  other  non-governmental  advocacy 
groups;  and,  supporting  legal  processes  which  contribute  to  peaceful  social  and  economic 
interaction. 

Special  Initiatives:   The  Foundation  will  provide  a  flexible  mechanism  for  supporting  science  and 
technology  or  other  initiatives  directly  or  indirectly  related  to  economic  and  political  reform  or  that 
relate  to  quality  of  life  concerns,  such  as  issues  related  to  the  environment  or  the  social  safety  net. 
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USAID  ENTERPRISE  FUNDS 
FOR  TIIE  NEW  INDEPENDENT  STATES  (NIS)  OF  THE  FORMER  SOVIET  UNION 

(Project  0011) 

As  a  key  component  of  its  private  sector  strategy  in  the  New  Independent  States  (NIS),  the 
U.S.  Agency  for  International  Development  (USAID)  has  budgeted  $65  million  in  FY  1993  lo 
establish  Enterprise  Funds  in  the  NIS.   llie  first  Fund  will  be  established  in  Russia  with  an  initial 
capitalization  of  $50  million. 

The  Enterprise  Funds  will  be  non-profit  investment  organizations,  funded  by  USAID,  whose 
purpose  will  be  to  encourage  the  creation  and  expansion  of  small  and  medium  enterprises.    In 
accomplishing  this  purpose,  they  will  simultaneously  promote  and  disseminate  Western  business 
know-how  and  practices  and  demonstrate  to  other  potential  investors  that  investments  in  specific 
activities  can  be  undertaken  profitably  in  the  NIS. 

Structure:   Selected  by  the  President  of  the  United  Stales,  the  Enterprise  Funds'  Board  of  Directors 
will  be  composed  of  top  U.S.  businesspersons,  NIS  experts,  and  internationally  recognized 
individuals  from  the  host  country.    With  the  exceptions  of  US  Government  guidelines  relating  to 
environment,  defense  conversion,  economic  zones,  and  labor  practices,  the  Board  will  have 
maximum  flexibility  in  the  manner  in  which  the  Funds  are  structured  and  in  strategic  and 
operational  decisions.    This  fiexibility  will  allow  them  to  act  and  react  quickly  and  efficiently  to  the 
extremely  fluid  economic  environment  in  NIS  countries. 

Approach:   The  Funds  will  support  a  number  of  private  sector  transactions  in  their  respective 
countries.    Determined  by  the  Board,  transactions  will  most  often  involve,  but  not  be  excluded  to. 
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loan  programs  and  equity/venture  capital  programs.    Loan  programs  will  be  undertaken  directly  by 
the  Enterprise  Fund  or  through  existing  commercial  banks.   The  Funds  will  also  lake  equity 
participation  in  promising  emerging  private  sector  companies,  including  newly  privatized  enterprises 
and  those  related  to  defense  conversion.    Though  rarely  taking  a  controlling  position  in  firms,  the 
Fund's  joint  partnership  will  enhance  the  success  of  these  firms  and  demonstrate  the  impact  of  sound 
business  practices.    Technical  assistance  will  also  be  provided  when  prudent  and  necessary. 

Goals:  The  Enterprise  Funds  expect  to  accomplish  inter  alia:     the  development  of  small  and 
medium  size  businesses  in  different  sectors  of  the  host-country  economies,  the  creation  of 
employment  opportunities,  investment  by  other  private  companies  in  sectors  where  the  Fund  took  an 
initial  lead,  broadening  and  deepening  NIS  financial  markets,  and  development  of  a  number  of  key 
joint  ventures  between  U.S.  and  NIS  private  companies. 


#93-20  April  1993 

USAEP  EXCHANGES  AND  TRAINING  PROGRAM 
IN  THE  NEW  INDEPENDENT  STATES  (NIS)  OF  THE  FORMER  SOVIET  UNION 

(Project  0012) 

In  accordance  with  the  FREEDOM  Support  Act,  the  U.S.  Agency  for  International 
Development  (USAID)  has  budgeted  $30,000,000  in  FY  1993  to  provide  citizens  of  the  New 
Independent  States  (NIS)  of  the  former  Soviet  Union  the  opportunity  to  participate  in  U.S.- 
sponsored  exchanges,  training  (both  short-  and  long-term)  and  institutional  partnerships  supportive 
of  on-going  economic  and  political  transformation  processes  in  the  NIS.    Project  activities  will  occur 
in  the  United  States  where  NIS  citizens  can  receive  not  only  skills  training,  but  also  first-hand 
exposure  to  U.S.  management  techniques,  institutional  arrangements,  free  market  economies  and 
democratic  principles. 

This  comprehensive  training  initiative  supports  the  NIS  transition  towards  participatory 
democracy  and  economic  freedom  by  focussing  on  problem-solving  techniques  which  respond  to 
immediate  priority  needs  and  long-term  requirements  for  sustained  institutional  change  and  by 
fostering  sustainable,  individual  and  institutional  linkages.    Follow-on  training  is  provided,  as 
appropriate,  to  all  recipients  of  U.S. -sponsored  training  in  order  to  reinforce  and  evaluate  training 
acquired  in  the  U.S. 

Short-term  Training:   Short-term  (approximately  4  to  6  weeks)  training  is  highly  focussed, 
demand-driven  and  supports  USAID's  sectoral  activities  in  the  NIS  countries.    Ideally,  training  is 
targeted  at  private  and  public  sector  NIS  leaders  and  professionals  who  are  in  positions  to  effect 
rapid  change.   Therefore,  training  programs  are  designed  to  expose  participants  to  the  necessary 
skills,  attitudes  and  "hands-on"  practical  experiences  needed  for  solving  short-term  problems  and  for 
guiding  their  nations'  successful  transition. 

Long-term  Training:   Degree  and  non-degree  graduate-level  programs  currently  not  available  in 
NIS  institutions  in  areas  which  support  the  NIS  transition  and  which  most  closely  relate  to  the 
success  of  on-going  USAID.  and  other  donor  technical  assistance  programs.   Particular  attention  is 
given  to  the  training  of  trainers. 

Institutional  Linkages:   A  small  Private  Sector  Proposal  Fund  is  available  to  stimulate  sustainable 
institutional  linkages  among  U.S.  and  NIS  institutions,  i.e.,  universities,  professional  and  trade 
associations,  in  areas  critical  to  the  long-term  success  of  NIS  economies. 

Exchange  Programs:  USAID  has  provided  the  U.S.  Information  Agency  (USIA)  $16.25  million  to 
administer  Graduate  and  Undergraduate  Exchanges;  Sister  University  Programs;  Local  and  Regional 
Self-Govemment  Exchanges;  Private  Sector  Exchanges;  and,  FREEDOM  Support  Grants. 
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#93-21  April  1993 

USAID  EMERGENCY  PROGRAMS  IN  THE  NEW  INDEPENDENT  STATES  (NIS) 
OF  THE  FORMER  SOVIET  UNION 

To  date,  the  U.S.  Agency  for  International  Development  (USAID)  has  allocated  $92.2 
million  for  emergency  medical  and  humanitarian  assistance  to  the  New  Independent  States  (NIS)  of 
the  former  Soviet  Union. 

Emergency  Medical  Assistance 

Emergency  Medicines/Project  HOPE:    Under  this  Presidential  Medical  Initiative,  USAID  has 

funded  Project  HOPE  to  send  medicines  and  medical  supplies  worth  more  than  approximately  $114 

million  (retail)  to  NIS  health  facilities. 

Emergency  Medicines  Initiative:    In  response  to  critical  medical  needs  identified  in  each  of  the  12 

republics  of  the  former  Soviet  Union,  USAID  is  purchasing  emergency  medicines  and  related 

supplies.    To  date,  $7  million  of  wholesale  dr\igs  have  been  procured  and  another  $1  million  are  in 

process. 

Children's  Vaccine  Programs:    USAID  funded  vaccination  programs  for  520,000  young  children  in 

Kyrgyzstan,  Tajikistan,  Turkmenistan,  and  Uzbekistan,  immunizing  against  measles,  polio, 

diphtheria,  whooping  cough  and  tetanus.    Another  100,000  young  children  in  Armenia  and  536,000 

in  Ukraine  have  been  immunized  against  measles. 

Emergency  Response/Food  Supply 

Food  Safety  Net:    USAID  is  providing  $45  million  of  milk  and  dairy  products  to  infants  and  pre- 
natal and  postpartum  mothers  in  Armenia,  Georgia,  and  Russia.   Three  US  private  voluntary 
organizations  are  handling  distribution. 

Emergency  Response  Armenia:   USAID  is  responding  to  the  national  emergency  in  Armenia  with 
$5  million  in  targeted  aid  to  refugees;  $1  million  in  reimbursement  for  urgently  needed  spring 
planting  seed;  $1.5  million  of  emergency  medicines  and  vaccines;  and  $500,000  in  emergency 
technical  assistance  for  critical  water/sanitation  and  energy  problems. 

Emergency  Respoase  Tajikistan:    In  response  to  civil  strife  in  Tajikistan  and  displacement  of 
people  into  neighboring  republics,  USAID  is  providing  $1.5  million  of  emergency  food  and  medical 
supplies. 

Capacity  Building/Emeryencv  Management  Training 

Emergency  Response  Training:   USAID  is  training  NIS  government  institutions  and  personnel  in 
modem  emergency  response  techniques.   The  Central  Asian  republics  and  Armenia  are  the  initial 
focus  areas. 

Early  Warning  Systems 

Health/Nutrition  Early  Warning  System:   USAID  and  the  Centers  for  Disease  Control,  provide 

assistance  to  authorities  in  Kyrgyzstan,  Russia  and  Uzbekistan  to  strengthen  their  disease  information 

systems  and  provide  timely  warning  of  disease  outbreaks. 

Nutrition  Surveillance:    USAID,  CARE  and  the  Centers  for  Disease  Control  are  assessing 

nutritional  needs  of  the  elderly,  mothers  and  children  and  refugees  in  Russia,  Armenia  and 

Tajikistan. 

Senator  Leahy.  Thank  you,  Senator.  I  appreciate  the  points  you 
have  raised.  I  intend  to  be  visiting  Russia  for  a  few  days,  and  pos- 
sibly some  of  the  other  former  Soviet  RepubHcs,  because  this  com- 
mittee will  have  so  much  to  do  in  shaping  the  way  we  spend  the 
money  promised  by  the  administration  to  Russia.  I  am  very  con- 
cerned about  that. 

I  do  want  to  do  a  followup  question  on  section  599(c),  but  before 
I  do  I  will  yield  to  Senator  Lautenberg  who  is  here  for  his  series 
of  questions. 

OPENING  REMARKS  OF  SENATOR  FRA>JK  LAUTENBERG 

Senator  Lautenberg.  Thank  you  very  much,  Mr.  Chairman. 

Welcome,  Mr.  Atwood. 

Mr.  Atwood.  Thank  you,  Senator. 
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PROMOTING  U.S.  ENVIRONMENTAL  TECHNOLOGIES 

Senator  Lautenberg.  We  are  happy  to  see  you  in  this  role,  and 
we  are  pleased  to  know  that  you  are  going  to  be  in  charge  of  this 
very  important  program  for  our  country.  You  have  the  experience. 

I  know  you  well  enough  to  know  that  you  have  the  commitment. 
We  will  be  watching  very  carefully,  and  trying  to  be  of  assistance 
to  you,  as  you  are  reshaping  and  redirecting  some  of  the  Agency 
for  International  Development  functions  that  take  place. 

I  have  a  particular  interest  this  morning.  As  you  are  probably 
aware,  I  spend  a  lot  of  my  time  on  environmental  issues.  I  think 
that  there  is  an  opportunity  for  us  to  help  the  beneficiaries  of  the 
Agency  for  International  Development  programs,  and  at  the  same 
time,  create  a  better  environment,  which  globally  is  important  for 
us,  both  directly  and  indirectly.  Directly,  I  see  business  opportuni- 
ties for  American  technology  having  to  deal  with  a  cleaner  environ- 
ment. 

Of  course,  the  direct  benefits  to  the  beneficiaries  are  perhaps 
some  of  the  terrible  conditions  that  exist  that  will  be  alleviated  by 
some  help  for  AID  programs,  generally,  and  from  the  availability 
of  equipment  that  is  made  here.  There  is  a  very  exciting  market- 
place, I  think,  that  can  be  developed. 

The  United  States  lost  out  on  a  significant  market.  I  learned, 
when  I  was  in  Rio  last  year  with  now  Vice  President  Gore  and  oth- 
ers, including  Undersecretary  Tim  Wirth.  As  we  looked  at  the  envi- 
ronmental issues  abroad,  we  learned  that  the  United  States  used 
to  manufacture  70  percent  of  the  world's  pollution  control  equip- 
ment, but  we  are  down  to  30  percent. 

Many  of  our  trading  partners  were  there  looking  not  only  for  op- 
portunities to  clean  up  the  environment,  but  also  for  the  economic 
opportunities  that  followed. 

To  help  the  U.S.  regain  its  competitiveness  in  the  international 
arena,  I  have  introduced  some  legislation  which  would  require  the 
AID  administrator  and  the  EPA  administrator,  to  work  to  identify 
projects  in  foreign  countries  that  would  benefit  from  U.S.  environ- 
mental technologies.  Under  a  program  called  PHARE,  the  Euro- 
pean community  in  1990  and  1991  spent  approximately  $230  mil- 
lion on  grants  for  environmental  equipment  for  Eastern  Europe 
alone. 

The  bill  that  I  have  introduced  is  intended  to  respond  to  pro- 
grams like  the  EC's  and  to  help  our  industry  participate  in  that 
and  other  markets.  It  is  intended  to  encourage  companies  to 
produce  and  export  pollution  prevention  and  abatement  control 
technology  and  services.  The  bill  would  require  the  administration 
to  establish  an  environmental  technology  financing  program,  to  in- 
crease participation  of  U.S.  businesses  in  supplying  environmental 
technologies  in  the  developing  countries,  and  to  use  financial  as- 
sistance to  counterbsdance  assistance  programs  provided  by  other 
governments. 

Do  you  see  a  role  for  your  agency  in  supporting  the  export  of 
these  kinds  of  technologies,  and  encouraging  environmental  devel- 
opment programs  in  the  countries  that  are  beneficiaries  of  our  AID 
programs? 
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Mr.  Atwood.  Senator,  I  see  a  role,  as  long  as  you  can  see  that 
role  as  integrated  with  the  efforts  of  other  government  agencies  as 
well.  We  are  working  with  the  Trade  and  Development  Agency, 
with  OPEC,  and  with  the  Department  of  Commerce,  with  the 
Eximbank,  and  an  interagency  study  is  going  on  right  now  on  how 
we  can  encourage  these  kinds  of  exports,  particularly  environ- 
mental equipment  of  the  type  you  mentioned. 

We  feel,  as  an  administration,  that  it  is  our  obligation  to  coordi- 
nate efforts  to  assist  American  firms,  including  environmental  tech- 
nology firms,  and  we  have  established  aggressive  initiatives  in 
Eastern  Europe,  Asia,  and  the  NIS  to  tackle  environmental  prob- 
lems, and  to  bring  to  bear  the  resources  of  American  firms  in  that 
effort. 

In  Eastern  Europe,  the  Agency  for  International  Development 
has  made  available  over  $150  million  in  activities  to  improve  the 
environmental  policies  and  institutions  of  these  countries,  where 
there  are  very  serious  problems.  If  we  can  work  on  the  demand 
side,  then  we  will  create  a  need  for  this  equipment. 

I  am  not  sure  that  it  is  AID  that  should  be  involved  in  the  supply 
side,  as  opposed  to  the  Department  of  Commerce,  which  is  at  this 
time  trying  to  set  up  a  one-stop  business  assistance  program  to  try 
to  aggressively  promote  American  exports  in  this  area. 

But  I  think  we,  if  we  are  working  on  the  demand  side  in  the  de- 
velopmental area,  can  create  the  demand  for  this  kind  of  equip- 
ment. 

Senator  Lautenberg.  Yes;  you  do  not  have  to  be  the  sales  agen- 
cy, certainly,  but  the  environmental  conditions  must  be  recognized 
and  assume  an  important  role  in  our  relationships  with  these  now 
developing  countries. 

Senator  Leahy.  If  the  Senator  would  yield,  his  point  is  so  good. 
I  think  of  a  discussion  you  and  I  had  after  the  Rio  conference. 

Here  is  the  United  States,  which  has  probably  done  more  to  push 
for  strong  environmental  laws  in  air,  water,  and  soil,  and  now  we 
find  that  because  we  have  not  followed  up  in  the  way  that  we 
should  around  the  world,  other  countries  have  now  come  in  and  are 
producing  basically  the  things  that  we  have  developed. 

After  we  have  gone  through  all  the  work  of  setting  the  example 
and  all,  other  countries  have  now  moved  in  and  have  taken  advan- 
tage of  it,  because  the  needs  are  so  great. 

Those  countries  that  did  what  some  of  the  antienvironmentalists 
in  this  country  said  we  should  do,  you  know,  ignoring  environ- 
mental laws,  and  just  push  forward  with  commerce  and  so  on,  now 
they  find  that  they  have  ruined  their  opportunities  for  generations 
to  come. 

The  Senator  from  New  Jersev  has  probably  spoken  out  more, 
often  more  forcefully  than  just  aoout  anybody  I  know,  and  I  appre- 
ciate him  bringing  it  up  here. 

Senator  Lautenberg.  Thank  you,  Mr.  Chairman. 

Mr.  Atwood,  you  talked  about  our  effort  in  Europe.  If  I  am  not 
mistaken,  most  of  the  money  spent  there  has  been  for  technical  as- 
sistance and  training  on  how  to  deal  with  the  environmental  condi- 
tions that  exist. 

As  you  examine  the  possibility  of  reform  for  AID,  do  you  see  a 
place  for  the  export  of  pollution   prevention   and  environmental 
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clean  up?  Do  you  see  this  as  a  policy  to  be  addressed  in  the  reform 
program? 

Mr.  Atwood.  Well,  I  certainly  see  a  concentration  on  environ- 
mental technical  assistance,  which  would  then,  as  part  of  that  tech- 
nical assistance,  encourage  that  kind  of  export. 

For  example,  50  percent  of  the  environmental  project  resources 
that  we  are  going  to  be  sending  to  the  NIS  will  be  targeted  toward 
environmental  technologies.  I  think  that  is  a  very  important  initia- 
tive. 

I  believe  that  people  in  that  region  of  the  world  understand,  even 
despite  some  slippage,  that  the  kind  of  equipment  that  they  can 
purchase  here  in  this  country  is  far  superior  to  that  that  they  can 
find  elsewhere.  We  originally  developed  it. 

Senator  Lautenberg.  I  think  it  would  be  less  than  fair,  maybe 
even  bordering  on  tragic,  if  we  helped  develop  an  environmental 
awareness  in  these  countries  and  created  a  demand  for  environ- 
mental technologies  to  deal  with  the  problem,  and  then  watched 
our  purported  friends  wait  at  the  door  with  their  bags  of  goods  to 
sell  into  the  marketplace  that  we  helped  create.  So  I  am  not  sure 
exactly  where  we  connect,  but  I  do  know — and  I  hope  you  would 
agree — ^that  we  should  connect. 

I  want  to  just  talk  for  a  moment  about  the  difference  between 
U.S.  AID  expenditures  in  Eastern  Europe  for  environmental  equip- 
ment, and  those  of  the  European  community. 

As  I  indicated  earlier,  under  the  European  community  PHARE, 
program  $230  million  in  grants  was  provided  to  the  European  com- 
munity countries  for  the  sale  of  equipment  for  Eastern  Europe  to 
improve  the  environmental  conditions.  The  U.S.  provides  very  little 
for  equipment  sales  to  Eastern  Europe. 

Is  there  an  awareness  at  AID  that  this  disparity  has  created  a 
distinct  economic  advantage  for  our  trading  partners,  and  one  that 
severely  tilts  against  the  American  manufacturers  of  environ- 
mental equipment  for  Eastern  Europe? 

Mr.  Atwood.  Well,  I  am  sure,  Senator,  if  there  had  not  been 
awareness  before  now,  that  they  will  read  our  colloquy,  and  there 
will  be  certainly  a  keen  awareness  of  this  problem. 

Senator  Lautenberg.  I  always  like  your  quick  responses. 
[Laughter.] 

That  concludes  my  questions  Mr.  Chairman,  and  I  thank  you 
very  much. 

Senator  Leahy.  Thank  you.  I  might  just  follow-up  on  Senator 
Feinstein's  question  on  section  599.  As  the  author  of  the  legislation, 
I  take  some  interest  in  this  subject. 

The  micro  enterprise  program,  section  599(c)  prohibits  the  use  of 
any  foreign  aid  funds  to  provide  assistance  for  any  project  or  activ- 
ity that  contributes  to  tne  violation  of  internationally  recognized 
workers'  rights  as  defined  in  the  Trade  Act  of  1974.  As  I  said,  I  au- 
thored that  section,  so  I  follow  it  carefully. 

I  also  want  it  construed  realistically.  I  was  told  that  AID  lawyers 
have  construed  the  section  to  prohibit  micro  enterprise  loans,  you 
know,  a  two-  or  three-person  family  business  in  Nepal,  for  example, 
may  not  comply  with  the  Trade  Act  of  1974. 

We  did  not  intend  the  section  to  prevent  micro  loans  to  poor  peo- 
ple so  that  they  can  buy  the  tools  to  earn  income  for  themselves. 
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I  want  to  keep  the  purpose  and  the  integrity  of  the  section,  so 
if  you  could  have  your  folks  work  with  us  to  make  sure  that  we 
are  not  construing  this  down  to  a  point  where  it  does  not  make  the 
sense  that  we  intended  it  to. 

Mr.  Atwood.  I  certainly  will,  and  I  welcome  that  clarification. 
Often  the  most  constricted  conservative  interpretation  of  what  hap- 
pens is  the  result  of  the  lawyers'  analysis  downtown.  So  I  think 
this  will  be  very  helpful  in  clarifying  that.  We  will  have  our  law- 
yers, one  of  whom  is  probably 

Senator  Leahy.  You  have  to  watch  these  lawyers.  We  have  more 
lawyers  than  people  here  in  Washington. 

Mr.  Atwood.  That  is  true. 

Senator  Leahy.  I  was  shocked  to  find  that  the  two  cities  with  the 
highest  ratio  of  lawyers  to  nonlawyers,  apparently  in  the  world,  are 
Washington,  DC,  and  Montpelier,  VT.  [Laughter.] 

Montpelier,  is  the  capital  of  Vermont,  and  has  only  8,500  people. 
I  suppose  the  reason  is  that  just  about  anybody  who  deals  with  any 
kind  of  governmental  project  is  in  Montpelier,  and  the  ratio  goes 
up.  There  are  far  more  lawyers  in  Montpelier  than  there  were  in 
the  whole  State  bar  when  I  was  admitted  to  it. 

We  now  have  more  lawyers  than  people  in  Vermont,  too,  I  think. 
We  at  least  have  more  cows  than  people.  I  do  not  know  which  has 
been  more  beneficial  to  the  State.  I  suspect  the  cows.  [Laughter.] 

I  will  be  very  welcome  at  the  next  bar  meeting  in  Vermont. 
[Laughter,] 

WOMEN  EST  DEVELOPMENT 

Dr.  Wharton  was  quoted  recently  as  saying: 

AID  cannot  achieve  its  development  goals  unless  it  adopts  expanding  opportiini- 
ties  for  women  as  one  of  its  highest  priorities. 

He  mentioned  education,  reproductive  health,  agriculture  exten- 
sion and  access  to  credit,  access  to  jobs  as  areas  where  AID  needs 
to  focus.  Do  you  plan  to  expand  opportunities  for  women  in  these 
areas? 

Mr.  Atwood.  I  am  a  strong  believer  in  expanding  those  kinds  of 
opportunities,  Senator.  In  my  previous  incarnation,  one  of  our 
major  initiatives  in  democratic  development  was  to  try  to  encour- 
age women  to  be  involved  more  in  politics. 

I  have  always  had  this  strong  belief  that  if  50  percent  plus  of 
your  society  was  not  as  engaged  as  the  other  half  of  the  society, 
then  your  democracy  was  not  going  to  be  as  strong  as  it  could  be. 

Women  in  development  is  also  absolutely  essential,  and  the 
Third  World  women  carry  the  great  burden,  and  face  some  of  the 
tragic  circumstances  that  are  faced  in  these  very,  very  poor  areas. 

They  carry  the  burden  in  very  literal  ways  as  well,  in  agri- 
culture, and  in  many  of  the  other  things  that  are  done  to  try  to 
sustain  life  in  these  regions.  So  we  consider  this  to  be  very  impor- 
tant. 

Also,  we  want  to  make  women  and  concern  for  women's  dignity 
a  part  of  our  population  programs.  That  includes  programs  to  edu- 
cate women  on  their  choices  as  individual  human  beings,  to  provide 
the  full  range  of  reproductive  health  services,  literacy  programs,  all 
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of  these  things,  it  seems  to  me,  including,  somewhat  ironically, 
child  survival  programs. 

They  are  also  very  important,  in  terms  of  curbing  this  population 
growth  problem  that  we  have.  So  it  needs  to  be  a  comprehensive 
program,  and  women  need  to  be  at  the  center  of  that  program. 

WAR  VICTIMS  FUND 

Senator  Leahy.  As  you  probably  know,  one  small  program  in  the 
budget,  but  of  great  personal  interest  to  me,  is  the  war  victims 
fund,  which  I  started  a  number  of  years  ago.  It  is  the  only  fund, 
I  believe,  in  the  whole  foreign  aid  budget  that  specifically  aids  civil- 
ians who  have  been  disabled  by  war-related  injuries. 

AID  has  established  war  victims'  programs  in  over  a  dozen  coun- 
tries. I  believe  we  started  one,  as  I  recall,  in  Mozambique,  and  even 
in  Vietnam. 

I  have  visited  a  number  of  these  projects.  I  have  been  extremely 
impressed  with  what  they  have  done.  President  Museveni  of  Ugan- 
da was  in  to  see  me  a  few  days  ago,  and  discussed  the  program  in 
Uganda,  which  I  have  visited.  My  wife  went  to  visit  the  one  in  Mo- 
zambique for  me,  as  did  some  members  of  this  committee. 

Every  year  we  earmark  $5  million  for  it.  I  want  to  limit  ear- 
marks as  much  as  possible  this  year.  If  the  war  victims  fund  is  not 
earmarked,  can  I  have  assurance  that  it  will  continue  to  operate 
as  a  separate  program,  with  a  dedicated  staff,  to  make  sure  it  con- 
tinues to  work  as  well  as  it  has  in  the  past? 

Mr.  Atwood.  Yes,  you  can,  Mr.  Chairman.  I  want  to  say  that 
this  is  a  program  that  has  not  been  beneficial  simply  to  the  victims 
that  have  been  treated,  but  a  lot  of  very  important  techniques  have 
been  conveyed  for  our  community  and  in  the  development  of  pros- 
thetics in  some  of  the  communities  where  we  have  worked. 

A  lot  of  doctors  have  learned  how  to  do  these  things,  and  they 
can  apply  this  technology,  not  simply  to  war  victims,  but  to  a  lot 
of  other  people.  So  we  feel  very  committed  to  this  program,  and  I 
can  assure  you  that  it  will  continue. 

AID  STAFFING  OVERSEAS 

Senator  Leahy.  I  am  going  to  submit  a  number  of  questions  for 
the  record.  One  I  would  ask  you  to  take  a  look  at  yourself.  It  is 
going  to  be  on  AID  staffing,  both  here  and  abroad. 

I  am  concerned  about  what  it  costs  to  maintain  employees 
abroad.  I  am  concerned  in  some  instances  that  the  living  standards 
are  so  greatly  out  of  line  with  the  general  living  standards  of  the 
country  that  they  are  in  that  I  question  whether  we  raise  areas  of 
possible  resentment,  or  isolation,  and  whether  we  should  be  using 
more  PVO's  or  NGO's. 

Do  we  rely  too  much  on  some  of  the  contractors  and  consultants 
here  in  Washington?  I  am  not  suggesting  by  my  questions  that  I 
know  the  answers  to  these  issues. 

But  I  get  constant  rumblings  from  other  members  of  the  commit- 
tee, and  I  have  a  lot  of  concern  of  my  own,  so  I  would  ask  you  to 
look  at  that.  Take  a  look  at  the  questions.  If  you  want  to  come  back 
to  me  with  ideas  and  suggestions,  please  do,  because,  as  I  said,  I 
am  groping  for  an  answer  to  that  myself. 
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Mr.  Atwood.  Senator,  all  of  those  are  questions  that  we  are 
groping  with  as  well.  I  hear  up  here  and  elsewhere  that  we  have 
too  many  people  in  Washington,  not  enough  in  the  field. 

We,  of  course,  have  straight-lined  it,  which  means  there  is  actual 
reduction  in  our  operations  budget  this  year,  which  means  that  we 
are  going  to  have  to  make  cuts.  The  question  is  where. 

I  have  been  certainly  concerned  about  these  reports,  about  living 
standards.  Recognizing,  of  course,  that  in  many  of  these  countries 
middle-class  housing  is  not  available,  it  is  difficult. 

But  I  do  not  like  to  see  AID  people  living  in  palaces  either.  We 
have  to  stop  that,  because  there  is  a  great  deal  of  resentment  that 
is  created  by  that  kind  of  thing.  We  have  to  look  at  this  on  a  case- 
by-case  basis. 

We  clearly  have  made  a  commitment  that  we  want  to  work  in 
a  much  more  user-friendly  way  with  PVO's  and  NGO's.  We  just 
cannot  do  the  work  that  we  are  asked  to  do,  if  we  do  not  do  that 
and  create  a  much  better  environment  for  them. 

I  want  to  use  whatever  authorities  I  have  to  bring  in  a  number 
of  functional  experts,  so  that  we  are  not  as  dependent  on  the  out- 
side, but  we  will  continue  to  be  dependent  on  experts  from  univer- 
sities, and  various  other  think  tanks  to  do  work.  We  want  to  make 
sure  we  are  applying  the  best  possible  knowledge  to  it. 

But  I  do  not  have  the  final  answers  to  all  of  those  things.  I  am 
groping,  just  as  you  are,  and  I  hope  we  can  consult  and  talk  about 
these  matters  privately  as  well  as  in  hearings. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Leahy.  I  appreciate  that.  Brian,  I  am  delighted  you  are 
here.  I  really  am. 

I  hold  the  record  open  to  anv  questions  to  be  submitted  by  me 
and  by  others  until  the  close  of  business  today. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Agency  for  response  subsequent  to  the  hearing:] 
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ADDITIONAL  COMMITTEE  QUESTIONS 

RBDOCING  RED  TAPE 

SENATOR  LEAHY:   If  there  is  one  thing  I  hear  over  and  over 
again  sUDOut  A.I.D.,  it  is  that  it  is  suffocating  in  red  tape. 
There  are  so  many  reporting  requirements  that  A.I.D.  staff  spend 
em  inordinate  amount  of  time  on  paperwork.   What  do  you  plan  to 
do  about  deregulating  A.I.D.  and  opening  up  its  impenetrs±»le 
bureaucracy  to  innovative  ideas? 

MR.  ATWOOD:   Your  question  prompts  several  responses. 
First,  emd  in  general,  I  agree  that  A.I.D.  staff  spend  too  much 
time  pushing  papers  and  filling  in  boxes  rather  than  focusing  on 
development  problems,  including  innovative  ideas.   While  I 
appreciate  that  some  paperwork  is  necessary  and  that  some 
processes  -  such  as  procurement  -  are  inherently  red  tape- 
intensive,  my  agenda  is  as  follows: 

as  part  of  the  Vice  President's  National  Performance 
Review  ("Reinventing  Government")  exercise,  the  entire 
Agency  will  be  a  laboratory  for  streamlining  the 
bureaucracy; 

I  have  already  established  a  Quality  Council.   The  Quality 
Council  will  give  management  reform  a  sense  of  focus  auid 
report  directly  to  me .   A  major  priority  for  the  Council 
will  be  the  oversight  of  A.I.D. 's  implementation  of  the 
National  Performance  Review.   The  Council  will  also  be 
charged  with  pulling  together  the  mainy  management  reform 
efforts  now  under  way  at  A.I.D.   Many  of  these  reform 
efforts  are  already  looking  at  ways  of  addressing  some  of 
the  problems  you  have  identified.   The  Quality  Council 
will  also  provide  a  forum  for  employees  both  in  Washington 
and  the  field  to  identify  problems  and  make  suggestions 
for  simplification  of  Agency  paperwork  requirements  and 
memagement  systems ; 

Many  reporting  requirements  are  a  function  of  the  Foreign 
Assistance  Act  (FAA) ,  other  foreign  assisteuice 
legislation,  amd  committee  reports  and  directives.   There 
seems  to  be  unemimity  that  the  FAA  is  in  need  of  a  major 
overhaul  or  replacement .   I  would  hope  that  euiy  rewrite 
would  take  a  good  look  at  our  present  array  of  reporting 
and  other  requirements.   Similarly,  I  would  hope  that  the 
same  kind  of  review  could  be  undertaken  in  the  context  of 
A.I.D. 's  amnual  appropriations  legislation.   There  would 
appear  to  be  tremendous  scope  for  eliminating  some 
requirements,  consolidating  and  combining  others,  and 
reassigning  yet  others. 

NGO  AND  PVO  INVOLVEMENT  IN  THE  NIS  PROGRAM 

SENATOR  LEAHY:   You  have  said  that  A.I.D.  should  put 
people  first,  to  "reach  out  to  individuals  and  groups  that  are 
making  a  difference  at  the  local  level."   I  agree,  in  fact  I  and 
others  on  this  subcommittee  have  been  saying  that  for  years, 
because  you  get  better  results  for  less  money.   What  portion  of 
the  aid  going  to  Russia  will  be  hcuidled  at  the  local  level  auid 
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through  non- governmental  orgemizations  and  private  voluntary 
organizations? 

MR.  ATWOOD:   About  20  percent  of  our  program  in  Russia  is 
channelled  through  PVOs  and  non-profit  NGOs .   This  is  a 
conservative  figure.   We  are  also  developing  progreuns  now  in 
housing,  local  government,  independent  media,  rule  of  law,  and 
maternal  and  child  health  which  may  also  have  PVO  components. 
Of  the  $266  million  in  FY  1993  funds  planned  for  Russia,  $52 
million  will  go  to  PVO  and  NGO  activities.   The  breakdown  (in 
$  millions)  is  as  follows: 

Food  for  the  Far  East  $  10 

Finsmcial  Services  Volunteers  Corps  4 

Farmer  to  Farmer  $   5 

Agribusiness  Associations  20 

Eurasia  Foundation  Funded  PVOs  4 

Civil  Society  Grants  (NDI,  IRI,  etc.)  2 

PVO  Grants  (through  World  Learning)  4 

Environmental  NGOs  1 

ROSCON  (economic  education  and  information)      2 

TOTAL  $  52 

REPORTS 

SENATOR  LEAHY:   It  is  alleged  that  A.I.D.  is  overburdened 
by  excessive  reporting  requirements.   How  many  reports  is  A.I.D. 
required  to  submit  in  fiscal  1993  to  the  Foreign  Operations 
subcommittee  because  of  statutory  or  reporting  requirements? 
How  much  staff  time  is  required  to  generate  these  reports? 

MR.  ATWOOD:   The  following  list  cites  over  60  reports 
which  have  been  requested  by  Congress  either  in  legislation  or 
report  lauiguage .   Fourteen  of  these  reports  were  requested  in 
the  Senate  Appropriations  Committee  Report  No.  102-419.   This 
listing  is  not  all  inclusive,  since  reports  are  requested 
through  a  variety  of  Congressional  actions,  including  letters 
and  other  informal  meajis .   One  line  item  notes  that 
Congressional  Notifications  (CNs)  are  required  at  the  project 
level  by  several  statutory  requirements;  these  requirements 
alone  generate  approximately  one  thousand  CNs  a  year. 

Estimating  staff  required  to  generate  these  reports  would 
take  considerable  additional  time.   However,  I  understcind  an 
A.I.D.  survey  done  in  1988  at  the  request  of  the  Congressional 
Research  Service  estimated  that  137  work  years  were  spent  to 
complete  and  review  a  similar  number  of  reports.   The 
Congressional  Presentation  alone  was  estimated  to  take  120  years 
of  staff  time.   Given  the  continuing  level  of  detailed 
information  requested  by  Congress,  it  is  possible  that  the  work 
year  level  involved  in  generating  these  reports  could  be  even 
greater  now. 
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COORDINATION  WITH  THE  STATE  DEPARTMENT 

SENATOR  LEAHY:   The  State  Department  intends  to  create  a 
new  Bureau  for  Global  Affairs  which  includes  population  and  the 
environment,  eunong  other  things.   State  also  has  primary 
responsibility  for  the  Eastern  Europe  and  NIS  programs. 

How  do  you  coordinate  with  State  in  these  areas?   Is 
A.I.D.'s  job  simply  to  implement  programs  conceived  of  by  State, 
or  does  A.I.D.  have  a  role  in  shaping  the  policy  and  designing 
these  programs? 

MR.  ATWOOD:   As  you  might  expect,  A.I.D.'s  relationship 
with  the  State  Department's  new  Bureau  for  Global  Affairs  is 
still  evolving.   Tim  Wirth  auid  I  are  both  new  to  our  jobs.   We 
have  a  very  good  personal  relationship.   Both  of  us  are 
committed  to  making  this  relationship  work  effectively  and  to 
providing  the  kind  of  leadership  on  issues  like  population  and 
the  environment  that  the  President  and  the  Secretary  of  State 
are  looking  for.   So  while  we  are  still  in  the  process  of 
sorting  out  the  details  of  the  relationship,  I  am  confident  that 
we  can  work  together  effectively  and  that  our  collaboration  on 
issues  of  global  importance  will  strengthen  the  leadership  role 
our  nation  should  be  playing  on  these  critical  issues.   A.I.D.'s 
relationship  with  State  with  respect  to  U.S.  assistance  to 
Eastern  Europe  and  the  NIS  is  a  longer  standing  one.   But  it  has 
never  been  the  case  that  A.I.D.  was  simply  implementing  programs 
conceived  of  by  State.   A.I.D.  has  played  and  will  continue  to 
play  a  role  in  shaping  policy  and  in  designing  programs.   But  we 
also  recognize  the  need  for  effective  coordination.   In  the  NIS 
alone,  for  example,  more  than  25  U.S.  Government  agencies  are 
carrying  out  a  variety  of  activities.   With  that  many  agencies 
involved,  it  is  important  that  we  coordinate  our  response  as  a 
nation.   Beyond  this,  the  aunount  of  resources  we  can  bring  to 
bear  on  the  problems  in  the  NIS  eind  Eastern  Europe  is  limited. 
So  it  is  equally  importamt  that  those  limited  resources  be 
carefully  coordinated  in  order  to  ensure  that  we  achieve  the 
kinds  of  results  that  we  are  looking  for  and  that  the  American 
people  expect . 

COORDINATION  WITH  THE  STATE  DEPARTMENT  ON  THE 
NIS  AND  EASTERN  EUROPE  PROGRAMS 

SENATOR  LEAHY:   How  will  you  and  your  staff  relate  to 
Ambassador  Talbott  and  Airibassador  Simons  concerning  Russia  aid? 
Will  they  determine  resource  allocations,  as  State  now  does  in 
ESF?   What  is  A.I.D.'s  role  in  designing  and  implementing  Russia 
aid  programs?  Do  you  have  any  say  in  aid  policy,  or  just  in 
designing  programs  to  carry  out  aid  policy? 

MR.  ATWOOD:   A.I.D.  staff  have  worked  and  will  continue  to 
work  closely  with  the  Coordinator's  Office  on  all  matters  of  the 
NIS  program,  including  policy,  budget,  design  and  implementation 
levels.   As  you  know,  Ambassador  Talbott  is  charged  with 
coordinating  overall  U.S.  policy  for  the  NIS.   Ambassador  Simons 
is  responsible  for  presiding  over  the  allocation  of  U.S. 
assistamce  resources  and  the  interagency  process  for  the  design 
and  implementation  of  all  policies  suid  programs  dealing  with 
bilateral  assistance  for  the  NIS.   A.I.D.  participates  actively 
in  the  working  groups  chaired  by  Ambassadors  Talbott  amd  Simons. 
A.I.D.  is  charged  with  ensuring  that  the  guidance  provided 
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through  these  working  groups  is  reflected  in  our  assistance 
programs . 

A.I.D.  FIELD  STAFF 

SENATOR  LEAHY:   How  about  Eastern  Europe?   Is  State  still 
resisting  A.I.D. 's  presence  in  Eastern  Europe,  preventing  your 
placing  enough  people  on  the  ground  to  oversee  how  our  $1 
billion  plus  programs  there  are  operating?   Do  you  feel 
satisfied  with  the  current  arrangement  which  prevents  A.I.D. 
from  having  missions  in  Eastern  Europe,  and  limits  you  to  some 
field  offices? 

MR.  ATWOOD:   The  most  significant  constraint  now  on  our 
field  presence  in  Eastern  Europe  is  our  limited  operating 
expense  funds.   While  the  State  Department  initially  imposed 
certain  limitations  regarding  the  size  of  A.I.D.  field  staff,  we 
generally  find  Ambassadors  to  be  receptive  to  proposals  for 
additional  staff.   For  example,  in  Poland,  the  Eastern  European 
country  where  we  established  our  first  office,  there  are  now  39 
people  working  in  the  A.I.D.  Representative's  Office, 
including  -  U.S.  direct  hires,  U.S.  contractors  and  Polish 
nationals . 

A.I.D.  STAFFING :   OVERSEAS  PRESENCE 

SENATOR  LEAHY:   A.I.D.  maintains  about  1,200  direct  hire 
American  employees  overseas.   What  is  the  cost  to  maintain  each 
employee  and  family  abroad  per  year? 

MR.  ATWOOD:   The  fully- loaded  average  cost  of  maintaining 
a  direct -hire  American  overseas  in  FY  1992  was  close  to  $324,000 
and  projected  to  increase  to  $352,000  in  FY  1993.   This  average 
is  based  on  both  direct  costs  (salaries  and  benefits  and 
overseas  mission  budget  allocations,  which  include  travel,  non- 
expendable property  procurement,  foreign  national  and  contractor 
costs,  etc.)  as  well  as  cin  attribution  of  selected  costs  which 
are  budgeted  out  of  Washington  and  cover  support  to  field 
personnel.   These  indirect  costs  would  include  Foreign  Affairs 
Administrative  Support  (FAAS) ,  transportation  of  household 
effects  (HHE) ,  automated  data  processing  maintenance, 
contributions  to  overseas  schools,  real  property  procurement, 
and  staff  training. 

SENATOR  LEAHY:   What  proportion  of  the  funds  A.I.D. 
expends  each  year  for  administrative  expenses  goes  to 
maintaining  its  overseas  presence? 

MR.  ATWOOD:   In  FY  1992,  approximately  64  percent  of  the 
total  funds  expended  for  A.I.D.  administrative  expenses  were 
attributable  to  maintaining  our  overseas  presence,  either 
directly  or  through  attribution  of  Washington -funded  field 
support  costs. 

SENATOR  LEAHY:   Please  provide  a  breakdown  of  the  number 
of  A.I.D.  missions,  field  offices  and  other  entities  abroad, 
with  annual  operating  costs  per  entity,  for  the  most  recent 
fiscal  year  for  which  full  data  are  available. 

MR.  ATWOOD:   A  breakdown  of  the  number  of  A.I.D.  overseas 
entities  with  annual  operating  costs  per  entity  for  FY  1992 
follows : 
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SENATOR  LEAHY:   Can  this  subcommittee  expect  you  actually 
to  reduce  the  niimber  cuid  size  of  missions,  use  more  regional 
missions  with  centralized  administrative  and  logistical  support, 
increase  reliance  on  private  voluntary  organizations,  or  other 
means  to  streamline  your  overseas  operations  and  reduce 
expenditures? 

MR.  ATWOOD:   Consistent  with  changes  in  A.I.D.'s  program 
directions  auid  emphases,  we  anticipate  eliminating  some 
progreuns,  eliminating  presence  in  selected  countries  through: 
expanded  use  of  intermediaries  such  as  private  and  voluntary 
organizations  to  mamage  our  programs  in-country;  use  of  regional 
and  multi- country  missions  to  oversee  and  manage  programs  in 
several  countries;  and  use  of  regional  support  service  centers 
to  eliminate  the  need  for  a  full  complement  of  support  staff  in 
every  small  to  medium  size  mission.   We  will  be  considering  a 
variety  of  orgamizational  and  progreimmatic  approaches  to 
streamline  and  reduce  the  costs  of  delivering  U.S.  foreign 
assistamce.   In  this  regard,  greater  and  more  effective  use  of 
private  amd  voluntary  agencies  is  a  principal  goal  of  this 
Administration.   Ultimately,  the  most  effective  organizational 
approach  in  each  case  will  be  dictated  largely  by  the  objectives 
we  hope  to  achieve  with  our  programs.   In  the  future, 
significant  U.S.  direct-hire  presence  will  be  maintained 
principally  in  those  countries  where  sustained  economic 
development  is  the  program  objective  of  both  A.I.D.  and  the  host 
country. 

SENATOR  LEAHY:   When  might  we  expect  to  see  the  first 
steps  in  this  area? 

MR.  ATWOOD:   Country -by -country  portfolio  reviews  and 
preparation  of  sector  strategy  statements  are  currently  underway 
in  A.I.D.  on  the  basis  of  which  we  will  formulate  the  most 
appropriate  organizational  auid  implementation  modalities.   I 
would  expect  to  be  in  a  position  to  consult  with  the  State 
Department,  the  Office  of  Mainagement  and  Budget  cuid  the  Congress 
later  this  summer  or  early  fall. 

SENATOR  LEAHY:   Can't  we  reduce  the  cost  per  overseas 
employee? 

MR.  ATWOOD:   Yes,  but  major  reductions  would  require 
changes  in  the" law  and/or  in  joint  regulations  issued  by  the 
State  Department.   Unfortunately,  most  of  the  costs  related  to 
supporting  personnel  overseas  are  out  of  our  control,  e.g.,  the 
costs  of  rents  suid  utilities,  non- expendable  property 
procurement  and  shipment,  and  maintenance  and  repair  of 
equipment.   Also,  the  costs  of  benefits  such  as  home  leave, 
education  allowances,  education  travel,  rest  and  recuperation 
travel,  cost  of  living  adjustments,  separate  maintenance 
allowances  and  post  differential  are  prescribed  by  law  (Foreign 
Service  Act)  euid/or  under  the  joint  regulations  issued  by  State 
Department  cind  we  are  bound  by  them  to  ensure  comparability 
among  agencies  at  post . 

We  are  looking  at  ways  to  reduce  costs  in  areas  that  are 
within  our  control.   For  example,  we  are  looking  at  the 
possibility  of  trsuisferring  selected  support  functions  to 
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Washington  while  still  maintaining  adequate  accountability. 
Advances  in  automation  and  communication  technology  over  the 
last  ten  years  may  permit  effective  field  support  from 
headquarters  in  such  areas  as  legal  services,  contracting,  and 
selected  accounting  systems  functions.   We  are  also  re-exaunining 
our  length-of -  tour  policies  and  discussing  with  our  colleagues 
in  the  State  Department  the  possibility  of  reducing  some  of  the 
Foreign  Service  benefit  packages.   Other  areas  of  savings  to  be 
examined  include  in -county  support  services  such  as  procuring 
residential  furniture  auid  equipment  locally  rather  than  from  the 
continental  U.S.,  thereby  reducing  the  price  and  eliminating 
shipping  costs.   Because  of  the  comparative  advantage  that 
overseas  presence  affords  us,  it  is  essential  that  we  find  ways 
to  reduce  the  costs  of  maintaining  this  presence  so  that 
budgetary  constraints  do  not  force  us  to  lose  this  essential 
ingredient . 

A.I.D.  STAFFING:   WASHINGTON  PRESENCE 

SENATOR  LEAHY:   Please  provide  a  breakdown  of  A.I.D. 's 
Washington  staffing  profile,  including  contractors  and 
consultamts,  with  a  cost  breakdown  by  category. 

MR.  ATWOOD:  As  requested,  a  table  providing  a  breakdown 
of  A.I.D. 's  Washington  staffing  profile,  including  contractors 
and  consultants,  with  a  cost  breakdown  by  category,  follows: 
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AGENCY  FOR  INTERNATIONAL  DEVELOPMENT 

FY  1992  ACTUAL 

($000) 

Organization 

Salaries  and  Benefits 

Contractors  2/    I 

USDH 

Cost    1/ 

Staff 

Costs 

Washington  Offices  &  Bureaus 

Office  of  the  Administrator 

14 

1.169 

37 

Office  of  the  Executive  Secretariat 

17 

815 

Office  of  Equal  Opportunity  Programs 

11 

658 

Presidential  Management  Commission 

3 

286 

1 

Office  of  Small  &  Disadvantaged  Business 

11 

598 

7 

Office  of  the  General  Counsel 

48 

4,009 

1 

Office  of  External  Affairs 

40 

2.369 

1 

51 

Office  of  the  Inspector  General   3/ 

242 

16.875 

59 

Directorate  for  Policy 

69 

5,327 

2 

159 

Bureau  for  Legislative  Affairs 

20 

1,313 

Directorate  for  Finance  and  Administration 

650 

35,378 

318 

17.879 

Office  of  Associate  Administrator  for  Operations 

8 

582 

Bureau  for  Africa 

143 

9.753 

6 

Bureau  for  Europe 

105 

7,068 
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Bureau  for  Near  East 

61 

4.048 

Bureau  for  Private  Enterprise 

52 

4.125 

5 

165 

Bureau  for  Latin  American  &  Caribbean 

119 

8,374 

1 

45 

Task  force  for  New  Independent  States 

2 

270 

10 

772 

Bureau  for  Asia 

68 

4.599 

2 

Bureau  for  Food  and  Humanitarian  Assistance 

97 

6.320 

9 

969 

Bureau  for  Research  and  Development 

220 

14.933 

Washington  Complement 

193 

14.632 

TOTAL  AID/W: 

2.192 

143.502 

346 

20.678 

1/  FY  92  Actual  FTE  Usage  for  U.S.  Direct  Hire  employees  (USDH)  and  salary  and  benedl 

s  include  expert            | 

and  consultants  estimated  at  10  FTEs  and  25  individuals. 

2/  Costs  are  for  all  contractors  utilized  during  the  fiscal  year. 

Staff  levels  represent  only  those  contractors                | 

still  on-board  as  of  September  30, 1992. 

3/  Office  of  the  Inspector  General  receives  a  separate  appropriation  from  Congress. 
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SENATOR  LEAHY:   In  my  floor  statement  last  week  on  A.I.D., 
I  urged  that  A.I.D.'s  Washington  structure  and  staffing  patterns 
be  reviewed  by  high  quality  independent  m2magement  experts. 
Will  you  undertake  such  a  review? 

MR.  ATWOOD:   I  believe  that  the  time  has  come  for  the 
Agency  to  act  on  the  plethora  of  studies  amd  reports  that  have 
already  been  completed  over  the  last  several  years.   We  have 
begun  to  look  closely  at  the  structure  and  staffing  deployment 
of  the  Agency,  both  Washington  amd  overseas,  against  the 
backdrop  of  the  Deputy  Secretary's  Task  Force  Report  and  the 
many  problems  amd  issues  that  have  been  identified  in  both 
internal  and  external  studies  of  A.I.D.  completed  in  the  recent 
past.   At  the  same  time,  we  are  reviewing  the  Agency's  prograun 
portfolio  and  procedures  with  a  view  toward  streamlining  and 
consolidation.   The  result  should  be  a  more  responsive,  more 
effective,  and  leaner  but  stronger  organization  than  we  have 
today.   I  believe  that  the  time  for  study  is  past  and  now  we 
must  act . 

RESULTS 

SENATOR  LEAHY:   In  your  statement  you  asked  the  Congress 
to  judge  A.I.D.  on  results,  not  simply  on  how  much  money  you 
spend.  Do  you  intend  to  identify  specific  criteria  or  standards 
that  will  be  used  to  measure  results?   If  not,  how  can  we 
measure  results  instead  of  dollars? 

MR.  ATWOOD:   This  emphasis  on  measuring  results  is  central 
to  the  Vice  President's  National  Performance  Review  and  to  the 
Administration's  efforts  to  reinvent  A.I.D.  and  to  shift  the 
bureaucratic  culture.   The  essential  first  step  in  measuring 
results  is  to  be  clear  about  the  specific  development  objectives 
we  want  to  accomplish  in  the  countries  we  are  assisting.   We 
will  use  those  objectives  as  our  performance  standard  or 
criterion,  and  then  measure  auid  evaluate  our  performance  against 
those  objectives. 

Over  half  our  overseas  Missions  have  already  identified 
performauice  criteria  for  their  country  programs.   They  have 
defined  the  specific  results  our  assistance  is  intended  to 
achieve  in  these  countries,  together  with  measures  for  tracking 
progress.  Except  in  those  countries  where  we  provide  assistance 
for  purposes  other  than  sustainable  development,  I  strongly 
support  this  approach  to  identifying  performance  criteria.   I 
will  be  asking  my  staff  to  report  to  me  regularly  on  the 
progress  made  to  estaUblish  this  system  for  all  A.I.D.  programs. 

REVIEW  OF  A.I.D.  PROGRAMS 

SENATOR  LEAHY:   I  fully  agree  with  your  statement  that 
"economic  assistance  should  not  be  regarded  as  am  entitlement." 
I  also  strongly  support  your  decision  to  review  all  significant 
A.I.D.  programs  to  determine  whether  they  can  demonstrate  clear 
results . 

Can  you  tell  this  subcommittee  what  your  specific  plans 
are  to  carry  out  a  review  of  all  significant  A.I.D.  programs? 
In  practice,  what  does  that  mean?   Will  there  be  a  formal  review 
with  a  report  to  you?   Will  the  results  of  that  review  be 
available  to  the  subcommittee? 

MR.  ATWOOD:   I  have  requested  that  all  A.I.D.  programs 
undergo  a  "top  to  bottom"  review.   We  hope  to  begin  this  in 
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June,  going  over  each  bureau's  significant  progrcuns,  and  wrap  it 
up  by  July.   My  staff  and  I  will  be  looking  for  demonstrated 
results,  and  questioning  those  projects  that  seem  to  be  drifting 
aimlessly.   The  review  process  is  not  structured  so  that  formal 
reports  will  be  issued.   I  can  tell  you  that  the  results  of  the 
top-to-bottom  review  and  other  management  exercises  will  be  seen 
by  the  subcommittee  in  the  form  of  a  better  focussed  and  leaner 
A.I.D.  program  in  the  coming  months  and  years. 

AID  AND  TRADE 

SENATOR  LEAHY:   For  many  developing  countries  our  aid  is 
importeuit,  but  not  nearly  as  important  as  trade.   What  ideas  do 
you  have  for  using  foreign  aid  to  promote  U.S.  exports, 
consistent  with  A.I.D. 's  mission  of  sustainable  development. 

MR.  ATWOOD:   The  U.S.  bilateral  foreign  assistance  program 
plays  an  important  and  probably  a  growing  role  in  the  USG 
efforts  to  promote  exports.   Recent  trade  flow  estimates 
prepared  by  the  Office  of  the  United  States  Trade  Representative 
show  that  some  of  the  fastest  growing  markets  for  U.S.  exports 
are  in  developing  countries.   In  view  of  the  projections  of  flat 
economic  growth  in  the  industrialized  economies  in  the  near 
term,  developing  countries  offer  the  best  prospects  as  new  and 
expcinding  markets  for  U.S.  exports. 

U.S.  Government  programs  Ccin  promote  U.S.  exports  in  at 
least  two  ways.   First,  there  are  the  direct  export  promotion 
programs  of  the  Export  Import  Bank,  the  Trade  and  Development 
Agency,  the  Overseas  Private  Investment  Corporation,  and  the 
Department  of  Commerce.   These  progrcuns  focus  on  supply- side 
export  channels.   In  contrast,  the  foreign  aid  programs 
undertaken  by  A.I.D.  work  on  the  demand -side.   A.I.D. 's  programs 
help  create  the  conditions  for  sustainable  economic  growth  in 
developing  countries  and  those  in  transition  to  market 
economies . 

A.I.D.  plans  to  continue  its  current  mix  of  programs  that 
focus  on  policy  reforms  amd  macroeconomic  adjustment  as  a  way  to 
promote  U.S.  exports.   Economic  growth  in  these  countries,  and 
the  establishment  of  the  rule  of  law  and  democratic 
institutions,  contributes  to  their  prosperity  smd  makes  them 
better  customers  for  U.S.  exports.   In  effect,  A.I.D. 's  programs 
help  build  the  environment  for  other  USG  trade  promotion 
programs  to  operate  successfully. 

SENATOR  LEAHY:   There  has  been  a  push  in  Congress  to  use 
more  foreign  aid  to  finance  capital  infrastructure  projects,  and 
to  move  away  from  cash  transfers.   What  is  the  case  for  cash 
transfers? 

MR.  ATWOOD:   Cash  tremsfers  and  capital  projects  address 
different  developmental  needs .   Each  has  an  appropriate  role 
depending  upon  the  specific  constraints  such  as  lack  of 
resources  for  population,  health,  and  education  progreims,  or  the 
production  bottlenecks  resulting  from  unmet  physical 
infrastructure  needs . 

Cash  transfers  are  a  form  of  non-project  assistance  which 
involves  the  release  of  funds  en  bloc  to  a  cooperating 
government.   Cash  transfers  are  particularly  useful  for 
supporting  policy  reform  to  promote  economic  growth  and 
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increased  openness  of  trading  regimes  in  developing  countries. 
They  have  the  advantage  of  being  fast-disbursing  and  require 
relatively  little  in  the  way  of  red  tape.   Cash  trcinsfers  often 
are  part  of  a  cooperative,  multi -donor  effort  aimed  at 
supporting  a  comprehensive  reform  program  on  the  part  of  the 
recipient . 

Cash  transfers  support  policy  reforms  in  several  ways. 
Most  generally  they  provide  quick  disbursing  assistance  that 
helps  sustain  income,  employment,  emd  living  standards, 
particularly  during  periods  of  economic  stress.   They  enhance 
the  political  feasibility  of  policy  reform  by  providing  balance 
of  payments  support  that  helps  sustain  import  levels.   As  a 
result,  they  provide  budgetary  revenues  for  the  public  sector, 
helping  to  avoid  costly  expenditure  cuts. 

At  a  more  specific  level  some  policy  reforms,  such  as 
privatization  or  civil  service  reform,  are  costly  to  implement. 
Cash  transfers  can  cover  such  costs.   In  some  cases,  such  as 
policy  reform  in  the  education  sector,  cash  transfers  help 
finance  the  investments  that  go  along  with  policy  reforms  and 
make  them  work.   This  has  been  the  case  with  sector  support 
programs  in  Africa. 

SENATOR  LEAHY:   There  is  also  intense  interest  in  "tied 
aid, "  the  practice  of  requiring  that  our  aid  be  spent  on 
American  products  and  services.   What  is  your  opinion  of  tying 
U.S.  aid  to  purchase  of  U.S.  goods  amd  services? 

MR.  ATWOOD:   Administration  policy  has  been  to  work  with 
other  donors  in  the  Organization  for  Economic  Cooperation  emd 
Development  (OECD)  to  reduce  the  use  of  tied  aid  credits  that 
result  in  trade  and  aid  distortions.   We  are  also  working  in  the 
Development  Assistauice  Committee  of  the  OECD  to  encourage  other 
donors  to  "untie"  their  assistance  as  much  as  possible,  given 
their  political  constraints. 

In  achieving  our  bilateral  assistance  objectives,  there 
are  unique  country  circumstsmces  which  influence  whether  to 
procure  goods  and  services  from  American  suppliers,  or  other 
developing  countries,  or  a  combination  of  both.   For  example, 
some  commodities  needed  in  A.I.D.'s  assistance  projects  may  not 
be  produced  in  the  United  States  or  are  not  available  in  the 
quemtities  required  at  the  time  needed.   In  addition, 
procurement  from  LDCs  advances  their  economic  development 
thereby  contributing  to  the  objectives  of  the  assistauice 
progrcun . 

We  believe  that  U.S.  foreign  assistance  should  use 
American  goods  and  services  whenever  possible.   The  present 
provisions  of  the  Foreign  Assistance  Act  provide  the  right 
balance  for  Buy  America: 

U.S  procurement  is  clearly  the  preferred  choice. 

Recipient  country  procurement  is  also  allowed  because  many 

projects  require  inputs  that  cannot  be  imported  at 

reasonable  cost  (office  space,  meuiual  IsJaor,  sand  and 

gravel,  local  expertise) . 

Nevertheless,  recent  data  suggest  that  in  a  climate  of 
untied  aid,  the  U.S.  exporters  can  at  least  hold  their  own  and 
possibly  increase  market  share.   On  the  other  hand,  tying  of  aid 
may  not  enhance  a  donor's  exports  as  much  as  might  appear.   The 
portion  of  donor  exports  funded  by  tied  aid  is  extremely  small. 
Tied  aid  tends  to  be  used  to  support  activities  where  the  donor 
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already  has  a  competitive  advantage,  and  there  is  an  apparent 
tendency  of  tied  aid  contracts  to  go  to  companies  with  existing 
commercial  relationships  in  recipient  countries.   However, 
although  the  impact  of  aid  tying  on  overall  donor  exports  may 
not  be  large,  the  advantages  for  individual  sectors  and  firms  in 
donor  countries  CeUi  be  significant . 

SENATOR  LEAHY:   Isn't  that  what  memy  of  our  major 
competitors,  the  Japamese  and  Europeans,  are  doing  to  penetrate 
developing  countries  euid  build  market  share,  especially  in  Asia? 
If  we  do  not  do  it,  aren't  we  surrendering  the  trade  field  to 
our  competitors? 

MR.  ATWCXDD:   In  the  framework  the  OECD  Arrangement,  tied 
aid  is  a  means  of  implementing  an  export  subsidy  for  a 
particular  industry  with  the  objective  of  promoting  trade  and/or 
defending  market  share. 

The  USG,  through  the  leadership  of  the  Department  of 
Treasury,  has  been  trying  to  reduce  the  use  of  tied  aid  among 
the  OECD  countries  to  prevent  distortions  in  exports  to  third 
countries  emd  to  prevent  cases  where  subsidies  from  one  country 
merely  offset  subsidies  by  other  countries.   OECD  studies  of  the 
Economic  Community's  tying  practices  show,  for  excimple,  that 
tied  aid  frustrates  fair  competition  in  a  number  of  sectors,  and 
from  the  standpoint  of  the  recipient  reduces  the  real  value  of 
aid  by  10  to  20  percent.   In  effect,  tied  aid,  especially  for 
capital  projects,  is  an  expensive  way  for  the  donor  to  promote 
exports  for  specific  industrial  sectors  at  home. 

There  is  a  wide  ranging  debate  on  the  best  way  to  promote 
U.S.  exports  and  gain  market  share  in  developing  countries. 
Some  argue  for  capital  projects,  while  others  believe  that 
building  a  country's  economic,  social,  and  political 
infrastructure  is  the  better  long  term  strategy. 

A.I.D.  believes  that  the  current  and  refocused  set  of 
bilateral  assistance  programs,  which  promotes  economic  growth, 
increases  the  demand  in  these  countries  for  externally  produced 
goods.   The  Office  of  the  U.S.  Trade  Representative  indicates 
that  trade  with  developing  countries  is  becoming  increasingly 
important  to  the  U.S.  economy.   Over  the  1989  -  1992  period, 
trade  with  developing  countries  rose  42  percent  compared  to  a  14 
percent  gain  for  developed  countries.   During  the  same  period, 
the  share  of  merchandise  exports  comprised  by  developing 
countries  increased  from  32  to  37  percent.   A.I.D. 's  preliminary 
euialyses  also  show  that  over  the  1986  -  1990  period,  U.S.  export 
growth  by  A.I.D.  region  has  exceeded  or  kept  pace  with  exports 
from  Japeui  and  the  EC  countries.   These  increases  in  exports 
have  occurred  in  the  absence  of  a  large  scale  program  targeting 
developmental ly  sound  capital  projects. 

POPULATION 

SENATOR  LEAHY:   If  there  is  a  single  issue  which  has  most 
deeply  divided  this  subcommittee  and  A.I.D.,  it  is  the  priority 
to  be  given  family  planning  emd  the  need  to  develop  a  strategy 
for  effective  U.S.  leadership.   In  the  face  of  dogged 
resistance,  from  A.I.D.  bureaucrats  as  well  as  A.I.D. 's 
leadership,  this  subcommittee  has  fought  to  make  population  a 
top  priority  in  A.I.D.  to  increase  funding  for  international 
family  planning,  and  to  press  for  development  of  a  global 
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population  strategy  that  can  make  a  greater  difference  in 
stopping  runaway  population  growth. 

Please  outline  your  plans  for  enhancing  A.I.D.'s  role  in 
international  population  efforts,  including  developing  a  higher 
profile  for  population  within  the  Agency  and  ensuring  adequate 
funding . 

MR.  ATWOOD:   I  share  the  committee's  concern  about  the 
global  population  problem,  as  well  as  your  commitment  to 
international  family  planning.   Like  you,  this  Administration 
believes  the  United  States  must  provide  real  leadership  on  this 
issue  aund  we  intend  to  do  that.   As  you  know,  we  have  already 
taken  a  number  of  importemt  steps  to  renew  U.S.  leadership  on 
population  issues.   As  part  of  our  budget  request,  we  increased 
funding  for  family  planning  from  the  current  level  of  $350 
million  (FY  1993)  to  $400  million  (FY  1994) .   At  a  time  when  the 
overall  development  aid  budget  is  declining,  that  increase  is  a 
reflection  of  the  importance  that  we  attach  to  this  issue.   The 
Administration  is  now  in  the  process  of  reviewing  our  overall 
approach  to  population  to  see  how  the  United  States  can  be  more 
effective.   That  review  is  a  direct  response  to  the  leadership 
provided  by  your  Subcommittee,  which  I  appreciate  very  much.   I 
)tnow  that  the  specific  report  required  in  the  FY  1993  foreign 
assistance  appropriations  act  is  overdue,  and  I  appreciate  your 
generosity  in  giving  me  some  additional  time  to  address  this 
issue  since  I  was  only  recently  sworn  in  as  Administrator.   We 
are  working  to  get  that  report  to  you  as  quickly  as  possible, 
and  it  will  answer  msuiy  of  your  questions  in  more  detail. 

1  can  tell  you  in  summary  that  population  is  one  of  the 
highest  priorities  for  this  Administration,  and  with 
environment,  democracy  and  economic  growth  will  be  one  of  the 
four  key  areas  to  be  addressed  by  A.l.D.  as  we  work  to  foster 
sustainable  development.   It  is  important  that  we  continue 
strong  support  for  family  planning  and   look  at  how  other 
developmental  areas  can  be  orgeuiized  to  reinforce  our  population 
strategy,  and  similarly,  how  our  population  strategy  can 
reinforce  and  conplement  other  elements  of  A.I.D.'s  development 
program.   We  must  work  with  other  donors  to  increase  their 
support  for  population,  and  to  be  more  aggressive  in  getting 
other  nations  involved  in  the  international  population  effort  as 
well  as  in  related  areas. 

SENATOR  LEAHY:   How  will  A.I.D.'s  population  activities 
relate  to  the  activities  of  Mr.  Wirth's  office  in  the  State 
Department? 

MR.  ATWOOD:   Our  relationship  with  State's  Global  Affairs 
office  is  still  evolving.   I  have  a  very  good  personal 
relationship  with  Tim  Wirth,  and  I  know  both  of  us  are  committed 
to  making  the  relationship  between  the  two  agencies  work 
effectively.   We  are  still  in  the  process  of  sorting  out  the 
details  of  the  relationship,  but  it's  clear  that  we  share  a 
common  objective  in  providing  the  kind  of  leadership  on 
population  that  your  subconmittee  has  been  encouraging  for  many 
years  now.   There  has  already  been  close  collaboration  on 
several  policy  related  activities,  notably  preparations  for  the 
1994  International  Conference  on  Population  and  Development 
(ICPD)  and  the  drafting  of  an  options  paper  on  U.S. 
international  population  policy  for  the  National  Security 
Council . 
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SENATOR  LEAHY:   If  the  Subcommittee  is  not  to  continue 
prior  year  population  earmarks  and   directive  bill  language,  it 
must  have  sufficient  knowledge  of  your  plans  for  allocating 
population  funding  and  the  structure  for  carrying  out  population 
programs.   I  request  that  you  provide,  in  detail,  your  planned 
population  funding  profile  for  fiscal  year  1994. 

MR.  ATWOOD:   An  internal  working  group  has  been  analyzing 
the  funding  requirements  for  FY  1994.  for  all  elements  of  the 
population  program.   Included  in  these  estimates  are  bilateral 
program  requirements,  support  for  centrally -funded  projects 
including  worldwide  and  research  activities,  and  contraceptives. 
At  the  same  time,  we  are  finalizing  the  details  of  the  strategy 
requested  by  this  committee.   Budgetary  allocations  will  follow 
the  outline  of  the  strategy  when  it  is  completed. 

AFRICA 

SENATOR  LEAHY:   You  propose  to  eliminate  the  $100  million 
set  aside  last  year  in  a  special  Africa  Disaster  Assistance 
account,  and  to  increase  the  general  foreign  disaster  assistance 
account  by  a  like  amount. 

I  understand  the  desire  for  increased  flexibility.   But 
one  of  the  reasons  for  the  Africa  Disaster  account  was  to  be 
able  to  use  some  of  these  funds  not  just  for  disaster  relief, 
but  also  for  reconstruction  and  rehabilitation  programs  in  areas 
afflicted  by  drought  or  conflict,  or  both.   We  also  wanted  to  be 
sure  we  had  enough  to  meet  the  enormous  humanitarian  needs  in 
Africa. 

I  would  ask  you  to  reexamine  this  action  carefully  and 
consider  whether  we  should  not  maintain  the  special  Africa 
disaster  assistance  account  that  we  had  last  year.   Would  you 
please  do  that  and  get  back  to  me  with  your  analysis  and 
findings  in  time  to  be  taken  into  account  in  the  preparation  of 
the  FY  1994  foreign  operations  bill? 

MR.  ATWOOD:   The  Administration's  proposed  amendment  of 
the  authorizing  language  for  International  Disaster  Assistance 
(IDA)  funding  in  FY  1994  adds  "reconstruction"  to  the  relief  and 
rehabilitation  purposes  of  this  account.   This  will  permit  IDA 
funds  to  be  used  in  FY  1994  for  the  same  types  of  activities 
that  the  special  Africa  Disaster  Assistance  (ADA)  account  funded 
in  FY  1993. 

Humauiitarian  needs  in  Africa  this  year  have  exceeded  the 
$100  million  available  in  the  ADA  account.   Under  these 
circumstances  additional  funding  requirements  for  relief  and 
rehabilitation  must  still  be  met  from  the  IDA  account,  or  in  the 
event  that  it  is  also  necessary,  from  use  of  other 
appropriations  as  permitted  under  Section  492 (b)  of  the  Foreign 
Assistance  Act  of  1961.   The  $100  million  increase  in  the 
funding  level  for  IDA  requested  in  FY  1994  will  enable  A.I.D.  to 
respond  to  expected  humanitarian  needs  in  Africa,  but  also  to 
respond  to  other  priority  disasters  as  and  when  the  need  arises 
wherever  they  occur. 

MICROENTERPRISE 

SENATOR  LEAHY:   Are  you  committed  to  a  strong 
microenterprise  program,  with  an  emphasis  on  micro- loans  to  the 
poor?   Is  it  necessary  for  us  to  consider  statutory  earmarks  and 
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directive  report  language  to  see  a  serious  commitment  in  this 
area?   Will  you  let  me  know  what  your  plans  are  for 
strengthening  support  for  microenterprise  at  A.I.D.? 

MR.  ATWOOD:   I  am  deeply  committed  to  expanding  and 
strengthening  our  microenterprise  program.   Earmarks  auid  report 
language  will  not  be  necessary  to  enforce  this.   I  believe  that 
if  we  are  to  achieve  our  sustainable  development  objectives,  we 
must  tap  the  entrepreneurial  spirit  of  people  living  in  the 
developing  world.   We  must  reach  out  to  the  poor  and  provide 
them  with  the  economic  opportunities  that  they  might  not 
otherwise  have.   I  therefore  intend  to  develop  a  program  that  is 
responsive  to  the  needs  of  the  developing  world  and  that  also 
helps  to  stimulate  economic  growth. 

I  plan  to  review  all  aspects  of  our  microenterprise 
program  in  the  course  of  my  overall  review  of  aid  prograims . 
This  will  give  me  my  first  opportunity  to  determine  the 
strengths  and  weaknesses  of  our  program,  and  to  see  where  we  can 
make  improvements.   I  would  like  to  work  closely  with  the 
Congress  as  we  begin  to  make  these  improvements. 

EMERGENCY  RELIEF 

SENATOR  LEAHY:   You  testified  in  the  House  that  A.I.D. 
needs  to  be  able  to  respond  quickly  in  times  of  crisis. 
Generally  speaking,  I  think  A.I.D. 's  Office  of  Foreign  Disaster 
Assistance  does  a  good  job  of  that.   But  what  is  lacking  is  a 
coordinated,  international  response,  especially  to  huge 
disasters  like  Bosnia  or  Somalia.   In  Somalia,  it  was  the 
private  voluntary  organizations  that  delivered  the  relief  aid 
for  months  until  the  U.N.  and  the  U.S.  went  in  there. 

What  can  we  do  to  strengthen  the  international  response  to 
major  disasters?  Have  you  given  amy  thought  to  revamping  the 
interagency  disaster  coordination  mechanism?  A.I.D.  cannot  do 
it  alone  any  more  than  the  PVOs  cam. 

MR.  ATWOOD:   I  have  given  a  great  deal  of  thought  to  the 
means  by  which  international  humamitarian  responses  to  major 
disasters  can  be  improved.   As  you  point  out,  coordination  of 
bilateral,  multilateral  and  non- governmental  aid  is  critical  to 
achieving  rapid  amd  effective  responses.   The  following  exaunples 
should  illustrate  the  seriousness  with  which  we  have  accepted 
this  challenge. 

A.I.D.  has  been  working  with  the  U.N.  Department  of 
Humanitariam  Affairs  (UNDHA)  to  strengthen  its  capacity  to 
coordinate  international  relief  efforts.   We  have  provided 
personnel  to  assist  in  strengthening  its  headquarters  and 
field  capacities  and  have  been  working  for  several  months 
with  the  State  Department's  Bureau  for  International 
Organizations  and  the  U.S.  Missions  in  New  York  and  Geneva 
to  achieve  enhancements  to  the  UNDHA' s  mamdate, 
authorities  and  funding. 

A.I.D. 's  Office  of  Foreign  Disaster  Assistance  (OFDA)  has 
been  working  for  mamy  years  to  strengthen  the  capacity  of 
PVOs  in  disaster  relief.   I  think  we  can  all  be  proud  of 
the  remarkeible  achievements  of  U.S.  PVOs  in  expanding 
their  capacities  to  meet  the  humamitariam  needs  of 
disaster  victims  around  the  world.   And  we  continue  to 
provide  incentives  and  funding  through  the  disaster 
assistance  and  Food  for  Peace  programs  to  make  their 
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contributions  even  stronger. 

OFDA  has  fostered  the  coordination  activities  of  both  the 
U.N.  smd  PVOs  through  development  of  international 
communications  and  information  systems  which  have  allowed 
U.N.  orgainizations  to  maintain  interactive  communications 
with  U.S.  PVOs  directly  and  through  coordinating  groups 
such  as  InterAction  suid  Volunteers  in  Technical 
Assistance . 

These  are  just  a  few  of  many   ongoing  programs  A.I.D.  has 
initiated  to  improve  the  coordination  of  U.S.  and  international 
responses.   If  we  are  to  achieve  the  rapid  response  capabilities 
which  this  Administration  has  placed  high  on  its  agenda,  we 
shall  have  to  do  more,  and   we  are  committed  to  finding  new  ways 
to  do  it. 

LAND  REFORM 

SENATOR  LEAHY:   We  have  received  numerous  suggestions  on 
how  to  reform  our  foreign  aid  program.   I  wcuit  to  ask  you  about 
one.   In  the  developing  world,  access  to  land  is  crucial.   For 
poor  people,  land  is  often  their  only  source  of  income  and 
sustenance.   Yet  in  meiny  of  these  countries  the  land  is  owned  or 
controlled  by  a  tiny  fraction  of  the  population. 

Historically,  A.I.D.  has  been  only  marginally  involved  in 
land  reform.   Yet  it  has  been  argued  that  if  we  are  really 
interested  in  ending  poverty  in  these  countries,  we  would  set 
aside  a  portion  of  foreign  aid  funds  to  support  land  reform. 
What  do  you  think? 

MR.  ATWOOD:   You  are  certainly  correct  in  characterizing 
land  reform  as  crucial  to  developing  country  citizenry.   A.I.D. 
practices  a  number  of  interventions  to  improve  lamd  tenure 
security:  land  market  development  via  land  titling  and  other 
means;  land  settlement;  cind  lamd  consolidation  and  improvement 
in  the  terms  of  rental  or  other  tenancy  arrangements .   These 
interventions  rely  on  a  gradual  approach  to  the  establishment  of 
competitive  markets,  rather  thein  more  politically  difficult 
solutions.   Without  em  overall  positive  policy  environment  and 
the  ability  to  address  the  legal,  administrative  and  technical 
constraints  to  achieving  that  positive  environment,  however, 
land  reform  would  be  impossible  to  achieve. 

A.I.D.  has  been  involved  in  a  number  of  Icind  reform 
efforts  such  as  the  one  in  El  Salvador  where  we  have  provided 
funds  to  the  Land  Bank  which  has  financed  the  sale  of  42,000 
acres  of  government  auid  private  lands  to  over  2,200 
beneficiaries . 

In  collaboration  with  other  international  donors,  we  will 
continue  to  pursue  innovative  ways  to  make  available  all  types 
of  agency  resources  -  ESF,  DA,  DFA  amd  PL  480  local  currency 
generations  -  in  order  that  greater  numbers  of  people  reap  the 
benefits  of  the  natural  resource  base  of  their  countries.   In 
addition,  agricultural  supplies,  services  eind  credit  to 
complement  such  programs  will  be  provided  to  ensure  that  our 
land  tenure  efforts  are  effective. 

RUSSIAN  WOMEN 

SENATOR  LEAHY:   Several  years  ago  Senator  Mikulski  emd  I 
supported  language  in  the  foreign  aid  bill  to  ensure  that  A.I.D. 
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programs  incorporate,  to  the  maximum  extent  possible,  the 
participation  of  women.   I  am  told  that  the  worsening  economic 
situation  in  Russia  has  hurt  women  disproportionately.   Women 
are  laid  off  first  and  there  are  laws  that  make  it  more 
difficult  for  them  to  obtain  work  outside  the  home. 

Will  you  be  sure  that  as  far  as  U.S.  aid  is  concerned, 
women  in  Russia  have  an  equal  opportunity  to  participate? 

MR.  ATWOOD:   In  order  to  ensure  that  A.I.D.  programs 
incorporate  to  the  maximum  extent  possible,  the  active 
participation  of  women  in  its  programs  in  the  NIS  region,  we  are 
presently  undertaking  an  NIS-wide  analysis  of  the  legal  status 
of  women  together  with  gender  issues  related  to  national 
economic  growth  and  social  stability.   This  analysis  will  be 
used  as  a  guide  for  future  A.I.D.  progrzunming,  to  assure  that 
women  are  direct  beneficiaries  of  the  assistance  programs  in  the 
region. 

Under  our  Private  Voluntary  Organization  (PVO)  Program, 
the  solicitation  of  proposals  is  specifically  geared  toward 
targeting  women  as  direct  beneficiaries. 

Furthermore,  our  new  Women's  Health  Initiative  under  the 
A.I.D.  Health  Sector  Reform  Project,  addresses  the  urgent  need 
facing  women  in  the  NIS  for  modern,  comprehensive  family 
planning  services  offered  in  am  environment  which  recognizes 
that  in  a  democratic  society,  the  exercise  of  free  and  informed 
choice  must  also  extend  to  women's  reproductive  options.   The 
Women's  Health  Initiative  will  immediately  increase  knowledge 
and  availability  of  modem  contraceptives,  while  serving  as  a 
catalyst  in  the  privatization  of  health  services  and  the 
strengthening  of  non- governmental  organizations. 

Finally,  A.I.D.  strongly  encourages  its  grauitees  and 
contractors  to  ensure  that  not  less  than  4  0  percent  of  the 
available  slots  for  training  opportunities,  scholarships, 
exchanges  and  other  such  activities  for  the  NIS  shall  be  for 
women . 

THE  DISABLED 

SENATOR  LEAHY:   Just  as  women  and  minorities  should  be 
s±>le  to  participate  fully  in  U.S.  foreign  aid  prograuns,  so 
should  those  who  suffer  from  disabilities.   I  am  not  saying  that 
you  need  a  separate  program  for  the  disabled,  but  disabled 
people  should  have  equal  access  to  all  of  our  foreign  aid 
programs.   From  what  I  have  heard  this  is  not  happening,  and  I 
think  it  has  as  much  to  do  with  lack  of  understanding  on  the 
part  of  A.I.D.  staff  as  amy thing. 

Will  you  direct  your  staff  to  ensure  that  the  disabled  are 
given  equal  access  to  our  foreign  aid  prograuns,  and  also  in  the 
implementation  of  programs  abroad? 

MR.  ATWOOD:   In  terms  of  our  own  hiring  amd  promotion, 
A.I.D.  has  am  equal  opportunity  policy  for  persons  with 
disabilities.   But  I  agree  that  the  disabled  should  be  given 
equal  access  to  our  foreign  aid  prograuns  and  we  will  certainly 
make  every  effort  to  do  so.   We  are  also  open  to  discussing  how 
we  can  better  involve  the  disabled  in  our  overseas  programming. 
As  I  noted  in  response  to  one  of  your  earlier  questions,  one  of 
the  great  strengths  of  our  country  amd  one  of  the  values  which 
is  most  important  to  share  with  others  is  our  respect  for  the 
diversity  of  our  people.   That  certainly  includes  the  disabled. 
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PVOS 

SENATOR  LEAHY:   You  testified  in  the  House  Foreign 
Operations  Subcommittee  that  you  plan  to  "put  people  first,"  by 
supporting  groups  that  are  working  at  the  local  level.   You  said 
you  will  call  on  U.S.  private  voluntary  organizations  to  help 
you  do  that . 

Every  year  we  include  report  language  recommending  that 
A.I.D.  fund  the  Office  of  Private  and  Voluntary  Cooperation 
(PVC)  at  a  cer-tain  level  (for  FY  1993  it  was  $60  million)  ,  with 
a  portion  of  that  reserved  for  U.S.  cooperatives.   Every  year, 
A.I.D.  falls  short  of  our  recommendation.   I  am  told  that  for 
FY  1994,  A.I.D.  plans  to  reduce  the  level  even  further, 
including  eliminating  support  grants  to  the  PVOs  that  deliver 
food  aid.   I  would  have  thought  that  funding  for  PVOs  and 
cooperatives  to  implement  these  programs  and  deliver  the 
assisteuice  would  increase,  not  decrease. 

How  does  this  square  with  your  new  emphasis  on  getting  aid 
to  the  people  by  using  PVOs? 

MR.  ATWOOD:   I  would  like  to  distinguish  between  A.I.D. 's 
total  funding  for  PVOs  versus  the  funding  level  for  a  particular 
office  which  provides  funds  to  PVOs.   A.I.D.  funding  for  PVOs 
and  cooperatives,  as  a  percentage  of  total  Agency  progreun 
resources,  continues  to  increase.   In  FY  1988,  PVOs  received  24 
percent  of  A.I.D. 's  development  progreim  resources.   This  figure 
rose  to  26.7  percent  in  FY  1991,  the  year  for  which  we  have  the 
most  recent  final  figures.   Based  on  preliminary  FY  1992  and  FY 
1993  data,  we  expect  this  trend  to  continue.   Most  of  the  gains 
result  from  growing  support  of  PVOs  by  field  missions.   In 
addition  to  development  assistance  resources,  PVOs  and 
cooperatives  receive  resources  under  the  Farmer- to- Farmer 
program,  funded  under  P.L.  480  and  administered  by  A.I.D. 

Because  of  overall  reductions  in  A.I.D. 's  budget,  there 
has  been  some  reduction  in  funding  for  the  Office  of  Private  and 
Voluntary  Cooperation  (PVC)  in  our  central  Bureau  for  Food  and 
Humanitarian  Assistance  (from  $50.2  million  in  FY  1991  and  $52.8 
million  in  FY  1992  to  $44.5  million  in  FY  1993)  .   As  discussed 
above,  reductions  in  the  PVC  office  level  alone  does  not  mean 
the  Agency  is  reducing  its  total  support  for  PVOs  and 
cooperatives.   In  fact,  I  intend  to  continue  to  provide 
increased  support  (as  A.I.D.  has  previously  done)  to  the  PVOs 
and  cooperatives  to  enable  them  to  assist  us  in  carrying  out  our 
important  development  activities  overseas. 

SENATOR  LEAHY:   What  are  your  plans  for  funding  PVC 
programs  in  fiscal  1994? 

MR.  ATWOOD:   At  this  time,  we  are  looking  at  DA  funding 
options  for  FY  1994  but  have  not  yet  settled  on  a  final 
allocation  level.   I  have  said  previously  that  private  voluntary 
organizations  have  a  wealth  of  experience  that  we  need  to  draw 
on  as  we  plan  programs  as  well  as  implement  them.   I  intend  to 
do  just  that.   However,  given  the  size  of  budget  cuts  being 
contemplated  for  the  Agency,  it  is  possible  that  the  PVC  office 
budget  will  be  affected  along  with  virtually  all  other  Agency 
prograuns .   Be  assured  that  we  will  make  a  concerted  effort  to 
continue  strong  support  for  PVO  program,  including  those  funded 
through  the  PVC  office. 
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TITLE  II  INSTITUTIONAL  SUPPORT  GRANTS 

SENATOR  LEAHY:   Title  II  of  P.L.  4  80,  the  Food  for  Peace 
progreun,  relies  on  the  special  aJDility  of  PVOs  and  cooperatives 
to  implement  programs  to  alleviate  hunger  and  to  promote 
economic  and  sustainable  development  at  the  individual, 
household,  and  community  levels.   Each  year,  over  1  million 
metric  tons  of  Title  II  commodities  are  provided  through  non- 
emergency PVO  and  cooperative  programs.  These  organizations  rely 
on  the  Title  II  institutional  capc±>ilities  to  properly  design, 
implement,  manage,  euid  evaluate  such  prograuns . 

The  Committee  urged  A.I.D.  to  fund  the  Title  II 
Institutional  Support  Grants  (ISG)  at  $7.5  million  in  FY  1993. 
I  am  concerned  that  A.I.D.  only  plans  to  make  $5.3  million 
availcLble  and  that  these  funds  have  not  yet  been  disbursed. 
Because  Title  II  is  an  important  part  of  A.I.D. 's  development 
portfolio,  at  what  level  do  you  expect  to  fund  the  ISG  program 
in  fiscal  1994?   What  actions  can  be  taken  to  assure  that  fiscal 
1994  ISG  applications  will  be  submitted  and  processed  early  in 
the  fiscal  year? 

MR.  ATWOOD:  I  agree  fully  with  you  regarding  the  critical 
role  both  American  and  indigenous  PVOs  aund  cooperatives  play  in 
the  conduct  of  food  aid  programs.  Since  FY  1990,  bilateral  non- 
emergency PVO  and  cooperative  progrsuns  have  ramged  annually  from 
a  low  of  slightly  over  700,000  metric  tons  in  FY  1991  to  820,000 
metiic  tons  in  FY  1990,  just  a  year  earlier.  The  reason  for  the 
range  is  a  combination  of  rising  demands  to  meet  emergencies  and 
chsmging  commodity  and  transportation  prices. 

A.I.D.  will  continue  to  support  PVOs  and  CDOs  conducting 
effective  food  aid  progratms .   Since  1985  A.I.D.  has  provided 
approximately  $40  million  under  the  ISG  program  to  PVOs  and 
CDOs.   In  FY  1991  with  the  inception  of  P.L.  480  Section  202(e), 
certain  activities  formerly  funded  under  the  DA- funded  ISG 
program  (principally  field  administrative  costs)  also  became 
eligible  for  funding  under  Section  202  (e)  of  the  Agriculture  Act 
of  1990.   Final  decisions  regarding  FY  1994  DA  allocations  are 
yet  to  be  made.   Therefore,  I  am  unc±ile  to  advise  you  at  this 
time  about  funding  for  the  ISG  progreun  in  FY  1994 . 
Traditionally,  guidance  is  sent  to  prospective  applicamts  early 
in  the  fiscal  year;  normal  time  for  responses  is  about  thirty 
days.   We  will  make  every  effort  to  prepare  for  rapid  review  and 
early  action  on  proposals . 

DISPLACED  BURMESE 

SENATOR  LEAHY:   Last  year  we  appropriated  $1  million  for 
humauiitarian  aid  for  displaced  Burmese  in  Burma  and  Thailand. 
This  was  in  order  to  continue  the  prograun  that  has  been  ongoing 
for  several  years,  which  included  support  for  displaced  Burmese 
inside  Burma  along  the  Thai  border.   Now  we  are  told  the 
Administration  is  considering  ending  this  cross  border  program, 
due  to  concerns  adiout  accountability.   Obviously,  we  want  you  to 
be  able  to  monitor  how  A.I.D.  funds  are  spent.   However,  all 
indications  are  that  this  program  has  been  highly  cost 
effective,  and  that  the  Burmese  have  made  remarkable  use  of  a 
small  amount  of  money.   Could  not  A.I.D.  hire  a  contractor  to 
periodically  monitor  these  funds,  so  we  do  not  abandon  these 
people? 
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MR.  ATWOOD:   This  $1  million  earmark  for  FY  1993 
represents  the  first  time  since  the  coup  in  1988  that  A.I.D. 
resources  have  been  explicitly  prograunmed  for  assistcuice  for 
displaced  Burmese.   In  prior  years,  U.S.  Government  assistance 
was  channeled  through  the  State  Department's  Bureau  of  Refugee 
Programs  (RP)  and  U.S.  Information  Agency  (USIA) .   While  the  FY 
1993  earmark  anticipates  a  cross-border  type  of  progrcim,  such 
assistance  is  not  possible  at  this  time  because  of  lack  of  a 
policy  determination  permitting  support  of  groups  in  Burma  which 
oppose  the  duly  recognized  government;  Royal  Thai  Government 
(RTG)  sensitivities  for  running  a  cross-border  progrsun  from 
Thailand;  and,  significant  safety  eind  accountability  issues  of  a 
Burma-based  program  without  on-the-ground  monitoring.   While 
A.I.D.  could  hire  a  contractor  to  monitor  use  of  funds  in  Burma, 
this  would  not  satisfy  current  accoxuitabi 1 i ty  standards  on  end- 
use  monitoring  of  funds.   One  critical  issue  here  is  to 
determine  that  assistance  goes  only  to  noncombatants .   First  euid 
foremost,  however,  it  would  be  necessary  for  the  Administration 
to  have  a  clear  policy  determination  that  it  supports  a  cross 
border  program  in  Burma.   The  National  Security  Council  will  be 
conducting  a  review  of  U.S.  policy  in  Burma  in  the  near  future. 
If  there  is  a  positive  determination  for  supporting  a  cross 
border  prograun,  we  would  then  need  to  pursue  approval  from  the 
RTG  to  use  Thailand  as  a  base  for  such  operations.   Once  these 
two  hurdles  are  overcome,  we  could  exaunine  appropriate 
mecheuiisms  for  dealing  with  the  safety  euid  accountability  issues 
for  carrying  out  a  cross-border  program  in  Burma  from  Thailand. 

Given  these  difficulties  in  beginning  a  cross-border 
program,  A.I.D.  has  proposed  an  alternative,  Thailand-based 
program  to  address  pressing  needs  of  Burmese  refugees  on  the 
border  with  Thailamd.   This  program  would  consist  of  five 
components:   AIDS  training  and  awareness  ($225,000),  consisting 
of  AIDS  training  auid  awareness  progrsuns  for  the  border  area,  and 
for  Burmese  women  throughout  Thailand;  technical  assistance  and 
training  to  Burmese  living  along  the  border  ($150,000), 
consisting  of  funding  of  one  or  more  NGO  grant  proposals  to 
provide  technical  assistance  and  training  in  micro-enterprise 
development,  health  training,  and  agricultural /animal  husbandry 
training;  support  for  Burmese -run  medical  facilities  on  the 
Burma-Thai  border  ($125,000),  consisting  of  a  direct  A.I.D. 
grant  to  a  U.S.  or  Thai  NGO  to  provide  training  and 
pharmaceutical  and  medical  equipment  as  well  as  funding  for 
treatment  of  Burmese  patients  at  Thai  medical  facilities; 
establishment  of  English  lauiguage  eind  computer  training 
facilities  at  safe  areas  ($100,000),  consisting  of  funding  of 
U.S.  or  Thai  NGOs  for  facilities,  the  purchase  of  equipment  and 
supplies,  cuid  teachers'  salaries  for  a  period  of  about  two  years 
with  this  element  eventually  providing  academic  and  diploma 
training  programs  for  Burmese  students  from  both  the  safe  area 
and  the  border  refugee  camps  at  Thai  institutions  of  higher 
education;  and,  academic  and  diploma  training  ($400,000)  with 
funding  to  train  Burmese  students  from  both  the  safe  area  and 
border  refugee  camps  at  Thai  institutions  of  higher  education 
through  the  A.I.D.  Regional  Support  Mission's  Regional  Training 
Project . 

This  approach,  while  working  with  Burmese  in  Thailand, 
would  help  to  address  some  of  the  needs  in  Burma  since  some  of 
the  recipients  of  the  technical  assistance,  health/animal 
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husbandry  training  and  AIDS  and  medical  support  cross  back  to 
Burma  regularly  and  could  apply  the  benefits  of  this  assistance 
on  the  Burmese  side . 

A.I.D.  INSPECTOR  GENERAL 

SENATOR  LEAHY :   Under  your  predecessors  there  was 
considerable  tension  between  A.I.D.  employees  and  the  A.I.D. 
Inspector  General's  office.   What  steps  do  you  intend  to  take  to 
overcome  this  tension? 

MR.  ATWOOD:   I  believe  the  Inspector  General's  (IGs) 
office  is  performing  some  valuable  functions  that  can  help  the 
Agency  achieve  its  objectives  while  being  an  accountable 
custodian  of  public  funds.   The  integral  role  of  the  IG  office 
must  be  fully  understood  by  all  Agency  employees  (including 
those  in  the  IG  offices)  and  that  can  only  be  accomplished  by 
more  collaborative  and  open  communication  between  the  office  of 
the  IG  and  the  rest  of  the  Agency. 

The  process  of  expanding  communication  channels  and 
increasing  participation  has  begun.   Furthermore,  we  are 
defining  the  specific  role  of  the  Office  of  the  Inspector 
General  more  clearly.   For  example,  we  have  begun  the  process  of 
transferring  the  responsibilities  for  contractor  and  grantee 
financial  audits  from  the  IG  office  to  the  procurement  office, 
which  allow  the  IG  office  to  devote  more  attention  to  broader 
management  and  information  systems  audits.   I  expect  these  and 
other  efforts  will  make  constructive  contributions  toward 
overcoming  tension  between  Agency  employees  aoid  the  IG  office. 

TUBERCULOSIS 

SENATOR  LEAHY:   Less  than  a  month  ago,  the  World  Health 
Organization  declared  tuberculosis  (TB)  to  be  a  world-wide 
health  emergency.   An  estimated  9,000  people  die  every  day,  and 
30  million  will  die  in  the  next  decade  unless  dramatic  steps  are 
taken . 

TB,  and  drug  resistant  TB,  is  spreading  in  epidemic 
proportions  in  the  developing  countries,  as  well  as  in  the 
United  States.   The  international  community  was  slow  to  react  to 
the  AIDS  epidemic.   What  does  A.I.D.  plan  to  do,  and  how  can  the 
Congress  help,  to  bolster  the  fight  against  TB?   Do  you  plan  to 
increase  your. support  for  the  WHO  tuberculosis  program? 

MR.  ATWOOD:   The  Agency  has  undertaken  a  number  of  efforts 
to  combat  tuberculosis  in  developing  countries.   As  the  TB 
crisis  intensifies,  especially  with  the  documented  relationship 
between  TB  and  AIDS,  efforts  to  win  the  war  become  yet  more 
difficult. 

The  Agency  will  continue  efforts  currently  underway  to 
combat  the  TB  problem.   We  are  funding  research  activities  to 
improve  TB  diagnostic  technologies;  we  are  providing  technical 
assistance  to  the  Philippine  National  Tuberculosis  Control 
Prograim  in  institutionalizing  quality  control  activities;  and 
through  our  support  to  immunization  programs  on  the  country 
level,  we  are  providing  technical  assistance  for  Bacillus 
Calmette-Guerin  vaccine  coverage  to  children  in  22  countries. 

A.I.D.  has  joined  international  organizations  and  domestic 
agencies  in  developing  a  global  response  to  the  TB  epidemic.  In 
collaboration  with  the  National  Institutes  of  Health,  the 
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Centers  for  Disease  Control  and  Prevention,  the  Food  and  Drug 
Administration,  the  World  Bank,  WHO,  and  the  International  Union 
Against  Tuberculosis  aund  Lung  Disease,  A.I.D.  supported  the  1992 
World  Congress  on  Tuberculosis.   A.I.D.  also  participates  in  a 
federal  inter-agency  working  group,  convened  to  discuss  and 
develop  strategies  for  addressing  the  international  TB  problem. 

A.I.D.  support  for  the  WHO  Tuberculosis  Progrcimme, 
provided  through  the  WHO/Global  Progrannne  on  AIDS,  funds  some 
research  activities  in  TB  and  HIV/AIDS.   We  will  evaluate  one  or 
more  pilot  TB  control  programs  in  the  field  to  determine  whether 
or  not  any  of  them  do  merit  replication  elsewhere.   Given  the 
complexity  resulting  from  the  HIV/AIDS  TB  connection,  the 
results  of  this  evaluation  will  be  important  to  decisions  about 
additional  funding  for  amy  WHO  TB  programs. 

RAPID  ASSESSMENT  PROGRAM 

SENATOR  LEAHY:   Last  year  in  its  report  on  the  FY  1993 
foreign  operation  bill,  the  House  ^propriations  Committee 
expressed  support  for  the  Rapid  Assessment  Program  (RAP)  to 
designate  top  biodiversity  conservation  priorities.   The 
committee  urged  A.I.D.  to  use  RAP  in  determining  A.I.D. 
priorities.   What  are  A.I.D.'s  plans  for  funding  this  program? 

MR.  ATWOOD:   A.I.D.  has  worked  with  both  Conservation 
International  and  its  RAP  technology,  as  well  as  with  other 
"RAP- like"  mapping  technologies,  to  better  understand 
environmental  priorities  within  countries.   For  example,  these 
technologies  have  been  useful  in  our  bilateral  prograuns  in  such 
cases  as : 

Madagascar,  where  Conservation  International  and  other 
conservation  organizations,  used  rapid  assessment  to 
identify  biodiversity  priorities  at  the  national  and  local 
level.   The  technology  is  the  basis  for  the  approach  of 
the  Biodiversity  Planning  Service  of  the  Madagascar 
government . 

Through  the  Biodiversity  Support  Program  (BSP) ,  the  World 
Wildlife  Fund,  the  Nature  Conservancy  and  World  Resources 
Institute  have  completed  a  global  climate  change  review  in 
six  central  African  Countries  using  availaUble  information 
and  by  testing  various  mapping  technologies.   BSP  has  also 
worked  with  a  panel  of  African  experts  to  develop  a 
"Framework  for  Biodiversity  Conservation  amd  Sustainable 
Development  in  Africa."   The  fraunework  helps  identify 
conservation  priorities  at  the  national  and  sub-national 
level  and  is  being  used  by  the  Africa  Bureau  as  the  basis 
for  its  biodiversity  work  in  Africa. 

Through  the  BSP,  the  Asia  Bureau  worked  with  Conservation 
International  using  their  Geographic  Information  System 
and  other  rapid  appraisal  techniques,  which  was 
supplemented  by  international  experts,  social  scientists 
and  local  landowners  to  undertake  a  Conservation  Needs 
Assessment  for  Papua  New  Guinea.   This  resulted  in  the 
establishment  of  preliminary  national  priorities  for 
biodiversity  conservation. 

Because  the  RAP  approach  relies  on  the  availability  of 
country- specif ic  biological  expertise,  it  has  not  been  used  to 
establish  overall  Agency  biodiversity  priorities. 
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QUESTIONS  SUBMITTED  BY  SENATOR  DANIEL  K.  INOUYE 

OFDA  AND  KURDISH  RELIEF 

SENATOR  INOUYE:   Mr.  Atwood,  I  have  become  increasingly 
concerned  by  the  lack  of  urgency  with  which  the  Office  of 
Foreign  Disaster  Assistance  (OFDA)  has  pursued  activities  to  aid 
the  Kurdish  population  of  northern  Iraq.   I  am  particularly 
dismayed  that  representatives  of  OFDA  have  consistently  opposed 
efforts  to  fully  and  effectively  implement  direction  on  the 
humanitarian  relief  program  provided  in  the  report  accompanying 
the  FY  1992  Supplemental  Appropriations  Act  auid  the  FY  1993 
Defense  Appropriations  Act.   Repeatedly,  OFDA  officials  have 
recommended  to  DoD  that  the  congressional ly  mandated  program  was 
unnecessary  and  discouraged  its  execution. 

Congressional  language  called  for  the  procurement  and 
distribution,  as  a  matter  of  urgent  priority,  of  mobile  PVC 
grain  silos,  automatic  building  machines,  water  purification  and 
well  drilling  equipment,  regional  medical  clinics  and  mine 
detection  and  clearing  equipment. 

What  steps  do  you  intend  to  take  to  ensure  that  last 
year's  congressional  directives  are  fully  and  quickly 
implemented? 

MR.  ATWOOD:   As  you  noted,  previous  Congressional 
directives  provided  funding  to  the  Department  of  Defense  (DoD) 
for  specific  activities  related  to  Kurdish  relief.   OFDA  has 
provided  technical,  disaster  relief  expertise  to  DoD  in 
designing  and  carrying  out  the  northern  Iraq  relief  program  and 
led  a  multi -donor  assessment  mission  last  October -November  to 
identify  future  relief  needs,  especially  over  the  coming  winter. 
As  a  result,  DoD  has  provided  support  for  food,  fuel,  seeds, 
medical  supplies,  water  purification  emd  well  drilling 
equipment,  clinic  construction  and   mine  detection.   Of  the  items 
mentioned  in  the  Congressional  language,  only  the  grain  silos 
and  automatic  building  machines  have  not  yet  been  implemented. 
Representatives  of  A.I.D.'s  Office  of  Foreign  Disaster 
Assistance  have  consistently  placed  the  need  for  additional 
storage  capacity  at  a  lower  priority  than  immediate  survival 
needs.   Longer-term  needs,  however,  including  storage  capacity 
are  presently  being  examined.   The  relief  program  supported  by 
the  U.S.  Government  succeeded  in  avoiding  a  fcunine  this  past 
winter  with  no  starvation  or  exposure  deaths  reported. 

I  believe  that  the  actions  necessary  to  meet  immediate 
survival  needs  have  been  quickly  eind  fully  implemented. 

SENATOR  INOUYE:   Why  has  OFDA  continually  opposed  the 
procurement  of  PVC  mobile  grain  silos  for  Iraq  when  a  respected 
NGO,  experts  in  the  humanitarian  relief  office  at  the  Pentagon 
and  the  Iraqi  Kurds  themselves  all  attest  to  the  dire  need  for 
these  silos? 

MR.  ATWOOD:   DoD  requested  technical  expertise  from  OFDA. 
Our  field  advisors  and  a  multi -donor  assessment  team  concluded 
that  there  were  pressing,  immediate  needs  which  were  of  higher 
priority  than  the  silos  and  that  fuller  excimination  was 
desirable  regarding  longer-term  recovery,  including  grain 
storage.   Longer-term  requirements,  specifically  including 
storage,  are  presently  being  examined. 

It  is  worth  noting  that  the  United  States  European  Command 
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contracted  an  independent  consultant  to  study  the  feasibility  of 
PVC  grain  silos  for  northern  Iraq  and,  based  on  the  consultant's 
report,  has  recommended  that  the  silos  only  be  purchased  if  a 
crop  buy-back  program  is  implemented.   One  of  the  problems  with 
the  PVC  silos  is  that  they  require  expensive  support  equipment 
and  depend  on  a  highly  mechsmized  loading  system.   Experts  have 
advised  us  that  the  region  is  better  suited  to  storage 
facilities  that  are  manually  loaded  and  unloaded. 

SENATOR  INOUYE:   Why  have  you  opposed  silos  that  fully 
protect  a  stored  crop  from  moisture,  insects  or  rodents  when 
your  own  OFDA  experts  concede  that  under  the  traditional  methods 
of  grain  storage  often  used  in  parts  of  the  developing  world, 
like  Iraq,  between  40  and  60  percent  of  all  grain  harvested 
often  is  lost  to  these  factors. 

MR.  ATWOOD:   In  October,  all  the  harvest  had  been  sold  and 
immediate  relief  requirements  of  food  and  fuel  were  the  highest 
priority.   Assessments  of  local  storage  capacity  and  practices 
indicated  that  there  existed  sufficient  storage  capacity  to  meet 
the  needs  of  the  current  harvest.   A  multi -donor  assessment 
mission  last  October -November  identified  future  needs, 
especially  over  the  coming  winter,  concluding  that  there  were 
pressing  needs  which  were  not  being  met.   OFDA' s  recommendations 
regarding  mobile  PVC  silos  were  based  on  giving  priority  to 
meeting  immediate  human  survival  needs,  rather  than  the  need  to 
provide  more  modern,  yet  redundauit  storage  capacity.   Assessment 
of  longer-term  needs,  including  storage  capacity,  is  now  being 
made.   Post  harvest  losses  in  Iraq  are  significantly  lower  than 
the  40-60  percent  figure  cited  for  other  developing  countries. 

SENATOR  INOUYE:   What  is  the  full  cost  of  the  OFDA 
administrative  overhead  that  has  been  charged  to  the  DoD  Kurdish 
relief  program  and  the  per  diem  rates  paid  to  OFDA 
representatives  on  the  ground  in  northern  Iraq?   Please  provide 
a  full  accounting  for  the  record. 

MR.  ATWOOD:   No  administrative  overhead  costs  have  been 
charged  to  the  DoD  Kurdish  relief  program.   OFDA' s  advisory  and 
related  support  services  have  cost  approximately  $300,000  to 
date  and  have  been  directly  borne  by  OFDA.   OFDA  personnel  in 
Iraq  receive  the  per  diem  rate  as  established  for  Adana,  Turkey 
since  the  official  per  diem  rate  for  Iraq  was  determined  to  be 
excessive  by  OFDA  assessment  team  members  in  1992.   Currently, 
the  Adana  rate  is  a  maximum  of  $125  per  day,  with  lodging 
reimbursed  on  a  cost-plus  basis. 

SENATOR  INOUYE:   What  Steps  is  OFDA  taking  to  preposition 
relief  material  as  part  of  a  Kurdish  winterization  program  for 
1993-94?  How  much  do  you  intend  to  spend  on  this  program?   When 
will  the  contracts  for  this  material  be  signed?   How  will  OFDA 
pay  for  this  program. 

MR.  ATWOOD:   OFDA  is  developing  a  coordinated  relief 
strategy  with  the  Department  of  State  auid  the  Department  of 
Defense.   The  strategy  also  includes  engaging  other  donor 
countries  for  relief  funding  in  support  of  agreed  upon  relief 
objectives.   The  U.S.  Government  has  identified  immediate 
survivability  needs  for  next  winter  in  the  areas  of  food  and 
fuel.   We  expect  that  DoD  funds  will  be  used  to  preposition 
relief  supplies  to  meet  some  of  these  needs,  and  we  presume  that 
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the  DoD  will  execute  contracts  before  the  end  of  this  fiscal 
year.   In  addition  to  DoD  funding,  A.I.D.'b  Office  of  Food  For 
Peace  is  providing  $3  million  in  FY  1993  P.L.  480  food  aid  to 
the  World  Food  Program  for  use  in  northern  Iraq.   We  are  also 
determining  the  level  of  other  A.I.D.  emergency  relief  funds 
that  might  be  used  for  meeting  the  needs  for  next  winter. 

SENATOR  INOUYE:   The  FY  1993  Foreign  Operations 
T^propriations  Act  provided  $5  million  for  Kurdish  humanitarian 
relief.   How  much  of  this  amount  has  been  obligated?   Expended? 

MR.  ATWOOD:   The  FY  1993  Foreign  Operations  Appropriations 
Act  provided  that  up  to  $5  million  might  be  made  available  for 
an  urgent  program  of  humanitarian  assistance,  focused  on 
rehabilitation  of  the  agricultural  sector  in  northern  Iraq. 
This  is  not  to  be  confused  with  the  funding  appropriated  to  the 
DoD  for  support  to  northern  Iraq.   To  date  we  have  obligated  in 
excess  of  $300,000,  of  which  nearly  $90,000  has  been  expended. 
We  are  currently  designing  agricultural  mitigation  activities 
(crop  buy-back  and  road  rehabilitation)  that  will  meet 
significant  needs  and  will  be  funded  from  the  International 
Disaster  Assistance  account.   We  do  not  yet  have  an  estimate  of 
the  level  of  funding  which  will  be  required  for  this  purpose. 

SENATOR  INOUYE:   How  has  this  appropriation  been  spent? 

Please  provide  a  full  accounting  for  the  record  along  with  the 

date  funds  were  obligated  and  expended? 

MR.  ATWOOD:   In  FY  1993  OFDA  has  obligated  $301,275  and 

has  expended  nearly  $90,000.   These  funds  have  been  used  for  the 

technical  experts  that  OFDA  has  placed  in  the  field  and  for 

their  administrative  and  logistical  costs.   A  full  accounting  of 

our  obligations  to  date  follows: 

Travel  for  advisor  $2,530 

PSC*  with  teaun  leader  103,159 

Purchase  order/advisor  19,185 

Purchase  order/advisor  11,429 

Argen  ltd.  (storage  of  household  effects)  1,701 

Travel  authorization/replacement  team  leader      5,775 
Purchase  Order/replacement  team  leader  24,936 

PSC*  with  information  specialist  43,469 

Radio  equipment  15,752 

Purchase  Order /team  leader  10,140 

Travel  authorization/replacement  team  leader      2,335 
PSC*  with  replacement  teaun  leader  50,864 

Administrative  Support  Fund  for  Disaster 

Assistance  Response  Team  10,000 

*Personal  Services  Contract 

In  addition  to  these  oligations,  DoD  has  obligated  nearly 

$40  million  for  relief  and  has  expended  close  to  $38  million. 

SENATOR  INOUYE:   What  funding  will  A.I.D.  be  providing  for 
maternal  child  health  programs  in  northern  Iraq?   If  funding 
will  be  provided,  what  NGO  do  you  intend  to  use  to  carry  out 
this  program  and  when  will  it  commence? 

MR.  ATWOOD:   A.I.D.  field  advisors  are  looking  at  current 
needs,  including  maternal  child  health  (MCH)  programs.   To  date, 
we  have  received  no  recommendation  to  provide  MCH  funding,  nor 
has  any  private  voluntary  orgamization  submitted  a  proposal  for 
A.I.D.  funding  of  such  a  prograun.   We  understamd  that  some  of 
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the  funding  for  medical  supplies  provided  by  DoD  has  been  used 
for  maternal  child  health  programs. 

COOPERATIVE  DEVELOPMENT  PROGRAMS 

SENATOR  INOUYE:   The  Cooperative  Development  Research 
(CDR)  and  Cooperative  Development  Project  (CDP)  provisions  of 
the  foreign  aid  bill  provide  U.S.  funding  for  Israeli  expertise 
to  be  shared  with  the  developing  world.   Through  this  program, 
less  developed  countries  have  gained  access  to  Israeli 
scientific,  technical,  and  development  expertise. 

The  program  has  created  research  partnerships  between 
Israeli  and  developing  nations  in  a  large  variety  of  fields 
ranging  from  agriculture  to  health. 

Currently,  the  U.S.  is  providing  $4  million  for 
cooperative  development  programs  among  Israel  and  the  newly 
independent  Soviet  Republics. 

A.I.D.  has  described  CDR/CDP  as  an  "integral  part  of  the 
U.S.  program  of  development  assistance"  that  helps  scientists 
from  "target  countries"  obtain  Israeli  technology  and 
collaborate  with  Israeli  researchers.   What  are  your  views  of 
this  program? 

MR.  ATWOOD:   As  I  told  the  Foreign  Relations  Committee,  I 
believe  these  programs  have  contributed  to  the  development 
assistance  program  of  the  United  States.   There  has  been  rapid 
growth  in  these  programs  from  $2  million  in  FY  1985  to  $13.5 
million  this  year  ($5  million  of  which  is  for  collaboration  with 
selected  New  Independent  States  of  the  former  Soviet  republics) . 
I  cim  awaiting,  with  interest,  the  results  of  the  planned 
evaluation  of  the  CDP  program,  and  the  analysis  of  results  of 
the  reforms  in  the  CDR  program  made  after  last  year's 
evaluation. 

MR.  INOUYE:   Currently,  the  CDR/CDP  program  between  Israel 
and  the  CIS  exists  mainly  in  the  realm  of  agriculture.   But  many 
in  Central  Asia  have  expressed  an  interest  in  technical 
assistance  from  Israel  in  these  additional  areas:  public  health 
programs,  vocational  training,  environmental  training, 
environmental  cleanup.   What  are  your  thoughts  on  expanding 
these  types  of  programs  and  providing  them  to  the  other  former 
Soviet  Republics  as  well? 

MR.  ATWOOD:   I  understand  that  A.I.D.  provided  $4  million 
of  FY  1992  funds  and  an  additional  $5  million  of  FY  1993  funds 
for  these  two  cooperative  programs  in  Central  Asia  and  Georgia, 
for  a  total  of  $9  million.   As  I  told  the  Committee  on  Foreign 
Relations,  I  do  not  believe  this  is  the  moment  to  make  added 
commitments  to  these  projects.   A.I.D.  needs  to  examine  how  to 
further  focus  its  current  programs  to  achieve  maximum  impact . 
Given  Israel's  experience  in  agriculture  in  climatic  zones  like 
that  of  Central  Asia,  agriculture  has  been  selected  in 
consultation  with  Israeli  officials  as  the  focus  for  the  CDR/CDP 
progreims . 

Other  areas  of  assistance  are  being  addressed  through 
A.I.D. 's  other  programs  in  the  former  Soviet  Union.   A.I.D.  is 
supporting  a  range  of  environmental  activities  including: 
training;  technical  assistance;  technology  transfer;  work  with 
non- governmental  organizations;  emd,  policy  efforts  to  reduce 
pollution.   In  health,  A.I.D.  is  expeinding  from  an  early  focus 
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on  pharmaceutical  and  vaccine  supply  issues  to  address  health 
financing,  reform  of  public  health  systems,  environmental  health 
impacts,  and  women's  health  issues,  including  family  planning. 
A.I.D.  is  responding  to  priority  training  needs  by  bringing  NIS 
professionals  to  the  United  States  for  training  and  exposure  to 
U.S.  culture,  economic  and  political  systems. 

SENATOR  INOUYE:   How  would  expemded  cooperative  projects 
between  the  CIS  and  Israel  enhance  U.S.  policy  goals  in  the 
former  Soviet  Union,  particularly  in  containing  Iranian 
influence  in  the  Central  Asian  republics? 

MR.  ATWOOD:   I  continue  to  believe  that,  as  I  told  the 
Foreign  Relations  Committee,  the  cooperative  programs,  as  well 
as  the  diplomatic  presence  which  Israel  has  established  in  these 
countries,  could  be  helpful  to  achieving  the  policy  objectives 
to  which  you  refer,  but  their  importance  should  not  be 
overplayed,  given  the  limited  resources  involved.   The  actual 
size  of  the  Israeli  program  is  probably  of  secondary  importance 
to  the  actual  presence  of  Israeli  representatives  on  the  ground 
in  achieving  these  policy  objectives. 

SENATOR  INOUYE:   What  funding  levels  are  you  requesting 
for  this  progreim  for  FY  1994?   Would  it  be  beneficial  to 
increase  funding  for  cooperative  projects  between  Israel  and  the 
CIS? 

MR.  ATWOOD:   We  need  to  continually  rethink  ways  to  focus 
A.I.D.  programs,  particularly  in  view  of  new  initiatives  for  the 
CIS  announced  in  Vancouver  and  Tokyo,  and  taking  into  account 
support  which  can  be  provided  by  other  donors,  including  Israel. 
I  still  cannot  specify  an  amount  for  this  program  at  this  time, 
but,  as  I  told  the  Committee  on  Foreign  Relations,  I  will  soon 
be  in  a  much  better  position  to  comment  on  the  budget  for 
specific  projects.   I  will  certainly  watch  carefully  the  results 
of  the  initial  experiments  in  U.S. -Israel  cooperation  to  see  how 
well  they  are  developing.   However,  given  the  constraints  on  the 
U.S.  foreign  assistance  budget,  I  would  look  to  Israel  to 
shoulder  the  costs  of  the  Israeli  presence  in  these  countries 
over  time . 

ADDITIONAL  AID  TO  RUSSIA 

SENATOR  INOUYE:   Recently,  the  Clinton  Administration 
announced  an  additional  $1.8  billion  in  foreign  assistance  to 
Russia  without  specifying  where  the  funds  would  come  from. 
There  have  been  suggestions  that  this  aid  could  be  partially 
funded  by  cutting  assistance  to  Israel  and  Egypt. 

What  assurance  can  you  give  this  committee  that  the 
Administration  will  not  recommend  a  cut  in  assistcuice  to  the 
Camp  David  countries  to  fund  Russian  aid? 

MR.  ATWOOD:   The  Administration  is  not  recommending  a  cut 
in  assistance  to  the  Camp  David  countries. 

SENATOR  INOUYE:   The  Freedom  Support  Act  of  1992  included 
a  number  of  provisions  conditioning  aid  to  the  CIS  on  human 
rights  and  "applicable  arms  control  obligations."   As  the  shape 
of  the  Russian  aid  package  becomes  clearer,  do  you  plan  to 
attach  any  conditions  to  our  aid  to  Russia? 

MR.  ATWOOD:   The  Administration  continues  to  take  into 
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account  concerns  regarding  ccwipliemce  with  human  rights  and  arms 
control  stemdards,  as  well  a  troop  withdrawal  progress,  in 
developing  its  program  for  all  of  the  NIS  republics.   Future 
appropriations  that  are  subject  to  the  Freedom  Support  Act  will 
continue  to  have  the  conditions  in  that  act  apply. 

MIDDLE  EAST  REGIONAL  COOPERATION  (MERC) 

SENATOR  INOUYE:   Mr.  Atwood,  as  you  kjiow  I  established  the 
regional  cooperation  program  in  the  wake  of  the  Ceimp  David 
Accords  to  provide  funding  for  trilateral  cooperative  projects 
among  the  U.S.,  Israel  and  Egypt.   Research  and  shared 
technology  have  to  be  worked  on  jointly  cind  be  of  mutual  benefit 
to  Israel  and  Egypt.   Other  countries  in  the  region  have  since 
expressed  interest  in  joining  the  program. 

Projects  in  the  areas  of  marine  sciences,  arid  lauids 
agriculture  and  epidemiology  have  been  most  successful- -both  in 
terms  of  hard  research  and  the  quality  of  day-to-day 
cooperation. 

Morocco  is  the  newest  country  to  join  this  trilateral 
program,  and  discussions  are  underway  regarding  participation  by 
Tunisia.   Jordan  is  also  considering  a  project  under  regional 
cooperation  that  entails  work  in  the  Gulf  of  Aqalaa . 

I  understcuid  that  the  number  of  quality  proposals  through 
MERC  has  increased  at  the  same  time  that  the  number  of 
participating  countries  is  on  the  rise.   As  a  result,  programs 
are  being  funded  for  shorter  periods  of  time  (3  years  to  5 
years) .   This  decrease  in  project  longevity  has  dissuaded  some 
good  appliccints  from  applying  for  grants. 

How  would  you  assess  the  success  of  regional  cooperation? 

MR.  ATWOOD:   In  general,  the  MERC  program  has  been 
successful.   A  December  1990  external  review  of  the  program 
concluded  that  MERC  had  achieved  a  remarkable  record  of  success. 

Egypticin/Israeli  scientific  and  technical  cooperation  has 
yielded  significant  achievements  in  the  fields  of  agriculture, 
public  health  and  marine  technology.   The  projects  have  dealt 
with  subjects  of  high  priority  in  which  both  Egyptian  and 
Israeli  efforts  have  resulted  in  work  of  considerable  utility  to 
both  countries.  Good  professional  relationships  have  been 
established,  as  well  as  cordial  personal  friendships. 

SENATOR'  INOUYE :   Do  you  see  a  real  role  for  the  regional 
cooperation  program  in  the  post -peace  process  world?   What  are 
you  doing  to  encourage  other  Arab  states  to  cooperate  with  the 
MERC  program? 

MR.  ATWOOD:   Clearly,  MERC  has  made  progress  in  promoting 
regional  cooperation  between  Egypt  and  Israel,  and  more 
recently,  between  Israel  and  Morocco.   Because  of  the  few 
countries  involved  to  date,  however,  its  overall  impact  on  the 
region  can  only  be  described  as  limited.   If  a  peace  treaty  is 
signed,  we  believe  that  the  resulting  political  environment  may 
permit  more  countries  to  freely  participate  in  the  program,  thus 
improving  the  chances  for  greater  regional  cooperation. 

Generally,  it  is  the  prospective  U.S.  grantee  who 
initiates  project  discussions  with  potential  host  country 
participants.   A.I.D.'s  funding  criteria  give  added  weight  to 
proposals  which  include  multiple  countries  emd  new  country 
participants.   Recently,  A.I.D.  reviewed  and  intends  to  fund  a 
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proposal  which  includes  participants  from  six  countries  in  the 
region.   Additionally,  we  have  had  some  inquiries  from 
institutions  interested  in  submitting  proposals  which  would 
include  Yemen  and  Israel,  and  Israel  and  Turkey.   However, 
formal  proposals  have  not  been  received.   Judging  by  the  number 
of  inquiries  we  receive,  there  is  considerable  interest  in  the 
prograun.   A  peace  treaty  would,  in  our  view,  promote  even 
greater  interest . 

SENATOR  INOUYE:   What  is  your  opinion  on  increasing  the 
funding  for  regional  cooperation?  Are  you  aware  of  the  types  of 
applications  that  have  been  submitted?  Are  you  impressed  with 
the  quality  of  the  research  this  program  has  yielded?   What 
level  of  increased  funding  for  MERC  is  the  Administration 
prepared  to  support  for  FY  1994? 

MR.  ATWOOD:   We  do  not  believe  that  additional  funding 
beyond  the  $7  million  for  MERC  is  necessary.   The  challenge  is 
to  expand  the  number  of  countries  involved  in  the  program  and  to 
work  with  new  researchers  in  Egypt  and  Israel.   We  believe  that 
both  can  be  done  within  existing  resource  levels.   Furthermore, 
given  the  severe  budget  constraints  that  A.I.D.  faces  in  Fiscal 
Year  1994,  an  increase  in  MERC  funding  would  come  at  the  expense 
of  other  programs  which  are  equally  productive. 

The  proposals  submitted  for  funding  have  been  quite 
varied.   The  current  MERC  portfolio  consists  of  nine  projects: 
five  in  agriculture,  two  in  health,  one  in  marine  technology  and 
one  in  waste-water  treatment  and  usage.   In  Fiscal  Year  1993,  we 
received  five  proposals:   three  in  agriculture,  one  in  health, 
and  one  in  marine  science.   We  have  also  received  inquiries 
relating  to  solar  energy  and  desalination. 

In  general,  the  MERC  program  has  produced  high  quality 
research.   For  example,  the  December  1990  review  of  the  program 
concluded  that  the  agricultural  projects  had  made  a  substantial 
contribution  to  the  dramatic  advances  in  agricultural  production 
in  the  deserts  of  Egypt  and  Israel.   Drip  irrigation  technology 
has  resulted  in  a  more  efficient  use  of  water,  protected 
agriculture  has  greatly  expanded  vegetable  yields,  and  the 
selection  of  genetically  engineered  crops  for  tolerance  to 
saline  water,  previously  thought  unfit  for  agricultural  use,  has 
expanded  water  resources.   In  health,  serious  research  results 
in  epidemiology  and  control  of  vector  borne  diseases  have  been 
applied  usefully  to  the  public  health  needs  of  both  countries 
and  more  than  150  scientific  articles  have  been  published,  at 
least  35  jointly. 

We  currently  plan  $7  million  for  MERC  for  Fiscal  Year 
1994,  which  is  the  same  level  as  in  Fiscal  Year  1993. 

THE  PHILIPPINES  MULTILATERAL  ASSISTANCE  INITIATIVE 

SENATOR  INOUYE:   Mr.  Atwood,  I  understand  that  the 
Philippine  Multilateral  Assistance  Initiative  is  budgeted  at  $40 
million  for  fiscal  year  1994  .   How  strong  is  your  commitment  to 
this  program  and  do  you  intend  to  increase  funding  for  the  MAI 
in  following  years? 

MR.  ATWOOD:   The  Administration  continues  to  support  the 
objectives  of  the  Multilateral  Assistance  Initiative  (MAI)  for 
the  Philippines.   The  MAI  seeks  to  lock  in  the  gains  of 
democratization  through  economic  reform  and  restructuring. 
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inf rastructural  improvement,  and  promoting  sustainable  growth, 
investment  and  job  creation.   The  Philippines  has  made 
considerable  progress  in  policy  reform  auid  economic 
liberalization,  but  more  remains  to  be  done  by  the  Ramos 
government.   The  MAI  has  also  proved  to  be  an  extremely 
effective  mechanism  for  donor  coordination.   As  an  active 
participant  in  the  MAI,  A.I.D.  has  been  able  to  contribute  to  a 
unified  donor  approach  on  major  economic  issues.   The 
Administration's  recjuest  of  FY  1994  is  $40  million  and  we  would 
like  to  maintain  that  level  for  the  next  few  years. 

SENATOR  INOUYE:   What  investment  orientation  will  you  have 
for  the  MAI?   Will  the  Clinton  Administration  stress  sustainable 
development  and  environmental  concerns,  long  ignored  by  the  Bush 
Administration? 

MR.  ATWOOD:   The  main  objectives  of  the  MAI  prograun  will 
continue  to  be  economic  stabilization,  infrastructure  and 
private  enterprise  development  and  environmental  protection,  all 
of  which  are  designed  with  development  sustainability  as  the 
objective.   However,  there  will  be  increased  emphasis  placed  on 
the  environment  in  future  MAI  undertakings.   The  new  overall 
Mission  strategy  emphasizes  sustainable  environment  as  a  major 
strategic  objective. 

SENATOR  INOUYE:   Will  you  continue  to  have  a  special  MAI 
Ambassador,  currently  Mr.  Elliot  Richardson,  heading  up  this 
effort?   If  so,  will  his  responsibilities  remain  the  saune?   Who 
are  you  considering  as  a  successor  to  Mr.  Richardson? 

MR.  ATWOOD:   Elliot  Richardson  has  done  a  superb  job  as 
the  special  MAI  aunbassador,  and  he  continues  to  serve  in  that 
capacity.   I  believe  it  appropriate  to  continue  to  have  a 
special  ambassador  for  the  MAI.   Should  there  be  a  successor  to 
Mr.  Richardson,  that  is  a  selection  the  State  Department  would 
make  . 

SENATOR  INOUYE:   What  steps  will  you  be  taking  to  restore 
the  priority  previous  administrations  have  attached  to  the 
development  of  the  Philippines? 

MR.  ATWOOD:   Previous  funding  levels  of  the  MAI  in  the 
Philippines  were  determined  by  Congress.   T'.e  reduced  level  of 
the  FY  1994  Administration  request  reflects  the  scarcity  of 
foreign  assistance  funds  and  the  increased  claims  put  upon  those 
scarce  resources  by  other  parts  of  the  world.   Although 
significantly  reduced  from  prior  year  requests,  we  believe  that 
the  current  recjuest  level  will  continue  to  enable  A.I.D.  to  play 
a  significant  and  substantive  role  in  helping  the  Philippines 
address  the  constraints  to  its  development. 


QUESTIONS  SUBMITTED  BY  SENATOR  DENNIS  DeCONCINI 

MICROENTERPRISE  DEVELOPMENT  FUND 

SENATOR  DECONCINI:   I  am  concerned  about  USAID's 
inability  to  meet  legislative  directives  to  channel  more  of 
its  microenterprise  funds  through  grassroots  organizations 
which  work  with  the  poor  and  women.   While  Private  Voluntary 
Organizations  are  having  difficulty  in  accessing 
microenterprise  funding  from  missions,  consulting  groups 
have  been  able  to  land  multi-million  dollar  contracts. 
USAID  missions  seem  reluctant  to  take  on  the  administrative 
responsibility  of  overseeing  the  disbursement  of  small  loans 
through  grassroots  organizations. 
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The  result  is  that  USAID's  microenterprise  program 
seems  inefficient  and  unable  to  reach  the  poor,  particularly 
women.   In  Fiscal  Year  91,  USAID  made  67,000  loans  with  its 
entire  portfolio.   87%  of  its  portfolio  went  to  loans  over 
$3  00,  which  is  an  indication  that  the  program  is  not 
reaching  the  poor.   Moreover,  only  35%  of  its  portfolio  went 
to  women.   In  contrast,  one  Private  voluntary  Organization, 
the  Foundation  for  International  Community  Assistance,  makes 
over  100,000  loans  a  year  at  an  average  size  of  $97.   80%  of 
its  portfolio  is  dedicated  to  women. 

All  of  the  major  microenterprise  Private  Voluntary 
Organizations  have  put  forward  a  proposal  to  restructure  the 
funding  mechanism  for  the  microenterprise  program  while 
reducing  its  actual  budget.   The  proposal  calls  for  the 
creation  of  a  centrally  managed  Microenterprise  Development 
Fund.   The  Fund  would  be  channeled  primarily  through  these 
private  organizations  and  local  non-governmental 
organizations.   The  private  organizations  argue  that  the 
Fund  would  reduce  costs  and  assure  that  more  resources  flow 
to  the  grassroots.   Would  you  support  the  creation  of  such  a 
fund? 

MR.  ATWOOD:   I  have  mentioned  on  several  occasions  that 
microenterprise  development  will  play  an  important  role  in 
USAID's  commitment  to  assuring  that  economic  growth  is 
broadly  based.   Building  on  USAID's  long  history  in 
promoting  microenterprises  in  developing  countries,  I  have 
asked  my  Chief  of  Staff,  Richard  McCall,  to  convene  a 
committee  to  consider  the  several  options  —  including  the 
creation  of  a  centrally-managed  Microenterprise  Development 
Fund  —  that  USAID  might  pursue  to  enhance  the  scope  and 
effectiveness  of  its  worldwide  microenterprise  development 
activities.   The  first  meeting  of  this  committee  was  held  on 
August  26,  1993.   Lead  members  of  the  committee  will  consult 
extensively  with  Microenterprise  Coalition  representatives 
and  other  microenterprise  expert/practitioners  to  assure 
that  the  consensus  developed  by  the  committee  concerning 
USAID's  new  program  extends  broadly  throughout  the 
microenterprise  community.   I  expect  to  receive 
recommendations  on  how  to  structure  the  new  program  during 
October,  19931 

MICROENTERPRISE  AND  SECTION  599 

SENATOR  DECONCINI:   While  we  support  the  larger  goal  of 
preventing  the  export  of  U.S.  jobs,  the  chairman  and  I,  as 
well  as  many  others  on  this  subcommittee,  are  concerned 
about  the  interpretation  of  the  language  in  the  Fy93  Foreign 
Operations  Appropriation  Act  and  want  to  work  with  you  to 
find  a  way  to  remove  this  apparent  obstacle.   My  first 
question  is,  do  you  support  A.I.D.  involvement  in 
microenterprise  activities? 

Second,  do  you  believe  Section  599  of  the  Foreign 
Appropriations  Act  prevents  A.I.D.  support  to 
microenterprise  activities? 

MR.  ATWOOD:   The  provision  of  Section  599  which  is  most 
likely  to  interfere  with  support  for  microenterprise 
activities  is  599(c),  which  prohibits  activities  that 
contribute  to  the  violation  of  internationally  recognized 
workers  rights.   Small  and  microenterprises  may  often  not  be 
in  a  position  to  respect  all  internationally  recognized 
workers  rights.   However,  we  feel  confident  that  the 
activities  which  A.I.D.  undertakes  in  these  sectors  do  not 
contribute  to  the  violation  of  rights,  but  actually  helps 
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workers  in  these  enterprises  to  improve  their  working  and 
living  conditions,  particularly  by  increasing  incomes.   I 
have  therefore  asked  our  Offices  of  General  Counsel  and 
Policy  to  review  the  legislation  and  our  guidance  from  this 
perspective.   Nevertheless,  the  legislation  is  drafted  very 
broadly,  and  specific  statutory  recognition  of  the  special 
circumstances  faced  by  small  and  microenterprises  would  be 
desirable. 

THE  FUTURE  OF  USAID 

SENATOR  DECONCINI:   All  elements  of  our  government  are 
being  called  upon  to  reduce  their  budgets  and  do  more  with 
less.   USAID  is  taking  on  new  aid  programs  in  Eastern  Europe 
and  the  former  Soviet  Union.   You  have  stated  that  you  want 
to  draw  on  the  experience  and  insights  of  the  talented  and 
dedicated  career  people  within  USAID  to  improve  its 
performance. 

Will  you  be  able  to  do  this  at  the  same  time  that  our 
government  is  encouraging  senior  career  employees  to  retire 
in  an  effort  to  reduce  manpower  and  make  room  for  the  next 
generation  of  employees? 

MR.  ATWOOD:   As  I  have  stated  previously,  USAID  cannot 
be  everywhere.   In  particular,  we  can  no  longer  afford  to  be 
in  countries  where  corruption,  authoritarianism  or 
incompetence  makes  development  doubtful.   What  is  important 
is  achieving  results.   It  is  essential  that  we  focus  our 
program  resources  on  fewer  countries  where  we  can  achieve 
the  greatest  development  results  and,  at  the  same  time, 
develop  more  streamlined  methods  for  carrying  out  our 
programs.   Only  in  these  ways  can  we  operate  within  our 
support  resource  levels  and  make  available  the  experienced 
staff  necessary  for  the  critical  programs  in  Eastern  Europe 
and  the  former  Soviet  Union. 

Toward  this  end,  I  have  initiated  several  essential 
activities.   The  first  is  the  development  of  strategic 
policy  directives  covering  the  areas  of  democracy, 
environment,  population  and  economic  growth  to  guide  the 
Agency  in  the  review  of  existing,  and  development  of  new, 
programs.   The  second  is  a  review  of  all  of  the  USAID 
overseas  orgariizations  and  programs  to  determine  where  USAID 
should  have  programs  (with  or  without  on  site  staff)  and  in 
what  activities  we  should  be  engaged.   At  the  same  time,  the 
Agency  is  in  the  process  of  finalizing  a  reorganization  plan 
for  headquarters  aimed  at  streamlining  operations, 
eliminating  duplication  and  layering  and  reducing  overall 
staffing  requirements.  I  believe  that  the  results  of  these 
actions  will  permit  the  Agency  to  retain  a  sufficient  cadre 
of  experienced  staff  to  manage  the  expanding  programs  in  the 
New  Independent  States  and  Eastern  Europe,  as  well  as 
programs  in  other  parts  of  the  world. 

THE  FUTILITY  OF  ASSISTANCE  TO  CERTAIN  COUNTRIES 

SENATOR  DECONCINI:   You  said  in  your  opening  statement 
at  your  confirmation  hearing  that  we  can  no  longer  afford  to 
be  in  countries  where  corruption,  authoritarianism,  or 
incompetence  makes  development  doubtful.   I  agree  that  there 
are  countries  where  traditional  government-to-government 
assistance  programs  have  resulted  in  black  holes  for  our  aid 
dollars.   However,  I  believe  that  in  many  cases,  an 
effective  microenterprise  system  of  aid  administration  can 
foster  basic  development  while  bypassing  inefficient  or 
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corrupt  governments.   Should  we  signal  to  certain  desperate 
people  of  the  Third  World  that  we  consider  them  "hopeless" 
by  denying  them  participatory  programs?   What  specific 
countries  do  you  have  in  mind  which  you  believe  cannot  be 
helped  to  develop  by  even  a  microenterprise  system  of 
assistance? 

MR.  ATWOOD:   Like  you,  I  am  a  strong  supporter  of 
microenterprise  development  programs.   Microenterprise  is 
going  to  be  an  important  component  of  USAID's  economic 
growth  strategy,  and  we  are  currently  looking  at  how  we  can 
better  encourage  and  support  microenterprise  development. 
So  I  very  much  appreciate  your  support  for  this  approach  to 
development. 

I  also  do  not  think  that  any  person  in  the  Third  World 
is  "hopeless."   But  the  truth  is  that  we  do  not  have  enough 
money  to  be  in  every  poor  country.   We  have  to  make  choices. 
And  we  have  found  that  we  can  accomplish  a  lot  more  with  our 
limited  budget  resources  in  countries  where  democracy, 
governance,  and  a  sound  economic  framework  are  in  place.   We 
have  also  found  that  what  we  accomplish  is  more 
sustainable.  WAR  AGAINST  DRUGS 

SENATOR  DECONCINI:   Administrator  Atwood,  USAID  has 
spent  literally  hundreds  of  millions  dollars  in  south  and 
central  American  countries  to  combat  the  drug  war  at  its 
source.   Specifically,  I  am  most  concerned  with  the  millions 
of  U.S.  taxpayer  dollars  that  are  used  to  help  fund  our  drug 
eradication  program.   As  best  I  can  tell,  this  program  has 
gone  horribly  awry.   For  example,  it  is  my  understanding 
that  we  provide  $2,000  U.S.  taxpayer  dollars  per  hectare  to 
encourage  farmers  in  central  American  not  to  grow  coca. 
They  take  our  money  and  then  move  a  mile  or  so  down  the  road 
and  still  grow  their  coca  crops. 

What,  if  anything  are  we  doing  to  prevent  this  sort  of 
abuse  from  occurring  or  continuing? 

MR.  ATWOOD:   The  program  you  are  referring  to  exists 
only  in  Bolivia.   The  U.S.  Government  does  not  pay  Bolivian 
farmers.   The  Bolivian  Government  channels  local  currency 
generated  from  the  sale  of  P.L.  480  food  to  farmers  through 
the  Government's  coca  eradication  directorate,  called 
DIRECO.   DIRECO  makes  payments  only  after  carefully 
documenting  the  destruction  of  coca.   Prorated  payments  of 
about  $2,000  in  Bolivian  currency  are  provided  for  each 
hectare  of  coca  voluntarily  destroyed. 

Farmers  who  are  registered  in  this  program  do  receive 
assistance  from  the  Agency  for  International  Development 
(USAID) .   USAID  pays  for  agricultural  inputs,  seeds  and 
training  for  the  production  of  alternative  crops;  for 
improved  rural  infrastructure  such  as  farm-to-market  roads; 
and  for  drying  and  packing  plants  for  crops  like  bananas. 

DIRECO  maintains  a  large  database  of  farmers  who  have 
eradicated,  to  help  verify  that  new  coca  is  not  grown.   We 
have  heard  only  of  a  few  instances  where  Bolivian  farmers 
have  taken  the  $2,000  payment  made  by  the  Bolivian 
Government  and  used  it  to  clear  and  plant  new  coca.   But,  on 
the  other  side  of  the  coin,  there  also  is  a  growing  demand 
for  alternative  crops  among  farmers.   Over  the  past  six 
months,  approximately  12,000  farmers  received  technical 
assistance  and/or  training,  and  109  extension  agents 
assisted  an  estimated  8,800  families  in  over  320  communities 
in  developing  alternative  crops. 
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The  State  Department's  International  Narcotics  Matters 
(INM)  Bureau  has  estimated  that,  since  1989,  7,400  hectares 
of  coca  have  been  eliminated  in  Bolivia,  a  net  reduction  of 
14  percent. 

FORMER  SOVIET  UNION  AND  DRUGS: 

SENATOR  DECONCINI:   On  a  related  topic,  the  breakup  of 
the  Soviet  Union  has  opened  the  door  to  new  developing 
countries  in  Central  Asia  for  free  elections  and  democratic 
institutions.   There  is  great  potential  in  these  areas  for 
economic  growth,  but  there  is  also  great  potential  for 
organized  crime  and  related  drug  smuggling  and  production. 
We  have  seen  this  happen  in  many  areas  around  the  world  and 
I  am  fearful  that  if  we  do  not  act  quickly  with  a  concerted 
effort  and  plan,  these  developing  countries  will  experience 
similar  problems. 

Does  USAID  have  a  specific  plan  for  these  countries 
with  respect  to  diverting  development  efforts  away  from  drug 
smuggling  and  organized  crime,  and  toward  developing  market 
economies,  democracy,  and  relieving  pervasive  environmental 
devastation? 

MR.  ATWOOD:   Our  assistance  program  is  aimed  directly 
at  development  of  market  economies  and  pluralistic 
democracies.   Environmental  issues  are  also  a  major  priority 
for  assistance.   We  recognize  that  in  the  complex  NIS 
environment  of  social,  political  and  economic  change,  there 
are  indeed  risks  of  crime  and  narcotics  trafficking. 
Indeed,  the  disintegration  of  controls  from  the  former 
Communist  system  which  permits  the  development  of 
pluralistic  market  economies  also  poses  risks  as  new  forms 
of  social  and  political  structures  emerge.   Rather  than 
focusing  on  developing  structures  for  law  enforcement  and 
control  of  crime  or  narcotics  trafficking,  USAID  is 
providing  assistance  to  facilitate  the  development  of 
positive  social  and  institutional  structures.   The  sooner 
effective  democratic  systems  of  governance  are  in  place,  the 
greater  the  likelihood  that  criminal  forces  can  be  brought 
under  control  by  the  countries  themselves. 

For  example,  our  projects  work  at  the  local  level  to 
assist  municipalities  in  provision  of  social  and  economic 
services  formerly  provided  by  state  enterprises,  reducing 
civic  discontent  and  vulnerabilities  from  loss  of  services. 
Through  U.S.  private  voluntary  organizations  (PVOs)  and  non- 
governmental organizations  (NGOs) ,  we  are  helping  a  range  of 
NIS  nongovernmental  institutions  develop  which  offer  social 
services,  reflect  public  interests  and  create  pressures  for 
more  transparent  governance.   We  are  helping  develop 
constitutional,  legal  and  regulatory  systems  at  the  national 
and  local  levels  to  permit  the  development  and  operation  of 
private  businesses,  giving  people  a  stake  in  the  economy, 
and  alternatives  to  illegal  sources  of  income. 

Specific  efforts  to  examine  the  development  of 
narcotics  trafficking  are  undertaken  by  other  U.S.G. 
agencies,  including  the  Department  of  State's  Bureau  for 
International  Narcotics  Matters  and  the  Drug  Enforcement 
Agency. 

SENATOR  DECONCINI:  What  safeguards  does  USAID  have  in 
place  to  guarantee  that  its  programs  will  not  be  undermined 
by  organized  criminal  elements? 

MR.  ATWOOD:   Nearly  all  USAID  funds  provided  to  date 
have  been  obligated  through  U.S.  contractors  and  grantees 
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such  as  PVOs  and  NGOs,  which  have  approved  financial 
accounting  systems  in  place,  provide  in-country  monitoring 
capability  and  are  fully  familiar  with  the  need  to  assure 
effective  use  of  funds.   We  will  be  evaluating  projects 
periodically  to  determine  impact  of  our  efforts.   Periodic 
audits  will  assure  compliance  with  laws  and  regulations,  and 
recommend  corrective  actions  in  case  of  any  deficiencies. 
For  funds  not  obligated  through  U.S.  intermediaries,  local 
recipients  will  have  to  have  effective  accounting  systems 
and  there  will  be  especially  close  monitoring  of  project 
implementation  by  U.S.  contract  or  USAID  direct  staff. 

Kosovo 

SENATOR  DECONCIHlJ      Last   year   the  Congress   had   approved   $5  million 
in   humanitarian   relief    for  Kosovo.      Having   recently   returned    from 
Kosovo,    I   can  attest   to  the  difficulties   faced  by  the  ethnic  Albanians 
living  there.      What    is   the   status   of   the  U.S.    effort   to  help  alleviate 
the  humanitarian   crisis    in  Kosovo? 

MR.    ATWOODi      A.I.D.    has   awarded  the   following  grants,    totaling 
$4,898,561,    for  Kosovo. 

-  Catholic   Relief   Service    (CRS)    received  a  grant    for    $2,115,870  to 
distribute   emergency    food   in  Kosovo  during   the   period  April    27,    1993 
through  April   25,    1994.      CRS  works   primarily  through   the  Mother   Teresa 
Society   and  Merhamet    (the   Islamic   Relief    and   Social  Welfare  Agency), 
CARITAS/Kosovo,    and   the  Missionaries  of   Charity.      Some   commodities   are 
purchased   locally    (in   Kosovo   and   in  Hungary),    including   infant    formula, 
baby   food  and  basic   food   stuffs. 

-  Mercy  Corps    International    (MCI)    received   a   grant    in   the   amount   of 
$2,873,691   to  purchase   high  energy   foods   and   5,000   portable   heating 
units    for   distribution   in  Kosovo  over   a   12   month   period   beginning  May   1, 
1993.      MCI    is   working    in   partnership  with   Hungarian   Interchurch  Aid,    but 
plans   to  distribute   aid   through  Mother  Teresa   Society,    and   possibly, 
through   the   Serbian  Orthodox  Church,    the  Red  Cross,    and  Merhamet.      MCI ' s 
first   shipment   of   commodities  was   tentatively   scheduled    for   August    1993, 
but  we   have   not   yet   received   confirmation   that   this   has   occurred. 
Distribution  of   the   stoves    is   scheduled    for   completion  by  mid-November 
1993. 

(Essential   medicines,    such   as   antibiotics,    were    identified   ao   the 
most   urgent   need   by   the  Mother  Teresa   Society,    and   other   voluntary 
organizations.      However,    the    legislation  does   not   permit   the   purchase  of 
medicines   and  medical   supplies  with   these   earmarked   funds). 

CLINTON  AID   PACKAGE   LACKS   SPECIFICS 

SENATOR  DECONCINI:  President  Clinton  has  pledged  over  $4 
billion  in  aid  to  the  former  Soviet  republics,  but  has  not 
specified  how  $2.9  billion  of  his  aid  package  will  be  funded 
without  adding  to  the  deficit.  Furthermore,  specifics  about  the 
programs  which  the  aid  will  support  have  not  yet  emerged. 

How  does  the  administration  propose  to  fund  the  aid  package 
for  the  former  Soviet  republic?  Does  the  administration  recommend 
that  the  funding  be  drawn  from  other  foreign  assistance  programs 
such   as   those   benefitting  Turkey,    Greece,    Egypt   or    Israel? 

MR.  ATWOOD:  Foreign  aid  intended  for  other  countries  is 
already  at  a  level  which  makes  it  difficult  to  achieve  all  U.S. 
foreign       policy       objectives.  Clearly,       we       need       to       work 

collaboratively  to  arrive  at  funding  levels  that  realistically 
address  our  most  pressing  demands  for  foreign  assistance,  of  which 
aid  to  the  new  independent  states  is  our  greatest  priority,  but 
which  also  respects  the  constraints  on  the  federal  budget,    overall. 

SENATOR  DECONCINI:  It  appeared  to  many  that  during  the 
previous  administration  our  assistance  was  Moscow-centered  and  not 
fairly   apportioned   among   the   states   of   the    former   Soviet   Union. 

Can  you  assure  me  that  each  of  these  new  countries  will  receive 
an  equitable  amount  of  our  assistance? 
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MR.  ATWOOD:  Yes.  Approximately  one-half  of  our  assistance 
goes  to  programs  in  Russia  while  the  remaining  one-half  are 
committed  to  other  NIS  countries.  Clearly,  Russia  is  terribly 
important  to  the  viability  of  the  overall  reform  process.  We 
intend  to  maintain  these  proportions  in  the  future.  Still,  our 
goal  is  to  secure  sufficient  funds  overall  to  meet  our  commitments 
to  Russia  without  diminishing  the  level  of  funds  intended  for  other 
NIS  nations. 


QUESTIONS  SUBMITTED  BY  SENATOR  FRANK  LAUTENBERG 

ENVIRONMENTAL  LEGISLATION 

SENATOR  LAUTENBERG:   I  have  introduced  legislation  which 
would  require  the  A.I.D.  Administrator  and  EPA  Administrator  to 
identify  projects  in  foreign  countries  that  would  benefit  from 
U.S.  environmental  technology.   The  bill  would  require  the 
Administration  to  establish  an  environmental  technology 
financing  program  to  increase  participation  of  U.S.  business  in 
supplying  environmental  technologies  in  developing  countries  and 
use  financial  assistance  to  counterbalance  assistance  provided 
by  foreign  governments . 

Does  A.I.D.  support  legislation  that  would  achieve  these 
goals? 

MR.  ATWOOD:   Under  my  leadership,  the  Agency  for 
International  Development  is  going  to  focus  priority  attention 
on  environmental  assistance,  including  ensuring  that  appropriate 
U.S.  technologies  reach  developing  countries  which  are  trying  to 
address  environmental  problems.   The  interagency  Working  Group 
on  Environmental  Technology  and  Trade,  in  the  context  of 
developing  the  Administration's  export  promotion  stragegy,  is 
determining  roles  for  each  agency.   A.I.D  can  play  a 
complementary  role  through  technical  cooperation  aimed  at 
improving  policies  and  environmental  management  capacities  in 
developing  countries  to  help  them  identify  their  technology 
needs  and  more  generally  expand  markets  for  U.S.  environmental 
technologies . 

I  share  your  concern  that  our  businesses  not  be 
disadvantaged  by  other  countries'  financing  programs;  for  this 
reason,  we  are  working  closely  with  Treasury,  Exim  and  other 
agencies  to  ensure  that  implementation  of  the  Helsinki 
Arrangement  is  fully  consistent  with  its  intent. 

SENATOR  LAUTENBERG:   Is  there  a  counterbalancing  role  for 
A.I.D.  to  play  when  American  exporters  are  being  unfairly 
disadvantaged  by  the  foreign  aid  programs  of  other  countries 
that  actively  promote  the  sales  of  goods  and  services  sourced 
cut  of  the  donor  country? 

MR.  ATWOOD:   All  bilateral  foreign  aid  programs,  including 
our  own,  are  largely  tied  to  procurement  of  goods  and  services 
from  the  donor  country.   In  FY  1992,  75  percent  of  procurement 
under  A.I.D.  prograuns  was  of  U.S.  source  and/or  origin.   We  are 
concerned,  however,  about  other  donors'  financing  arrangements 
which  use  foreign  aid  funds  to  lower  the  cost  of  export 
financing,  thereby  unfairly  disadvantaging  U.S.  exporters.   In 
addition  A.I.D.  plays  a  major  role  in  helping  to  develop  the 
Administrator's  policy  on  the  greater  untying  of  aid.   In  this 
capacity  A.I.D.  serves  on  the  delegation  to  the  OECD  Export 
Credit  group  and  heads  the  U.S.  Delegation  to  the  Development 
Assistance  Committee  (DAC) .   We  also  collaborate  with  Treasury, 
Exim  and  others  to  ensure  strict  implementation  of  the  Helsinki 
Package . 

SENATOR  LAUTENBERG:   Do  you  agree  that  U.S.  efforts  to 
promote  sustainable  development  would  be  enhanced  if  the  United 
States  were  better  able  to  help  countries  combat  environmental 
problems? 
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MR.  ATWOOD:   I  believe  Btrongly  that  there  is  no 
sustainable  development  without  considering  the  environmental 
consequences  of  human  action.   A.I.D.  already  has  substantial 
experience  in  addressing  environmental  concerns  in  developing 
countries;  I  plan  to  increase  our  capacity  and  to  pinpoint  the 
areas  where  we  can  have  greatest  impact  in  order  to  maximize  the 
results  of  our  environmental  efforts. 

SENATOR  LAUTENBERG:   Is  A.I.D.  aware  of  projects  in 
developing  countries  that  would  benefit  from  U.S.  environmental 
technology?   Would  it  be  difficult  to  identify  those  projects? 

MR.  ATWOOD:   In  collaboration  with  host-country  officials, 
A.I.D.  has  and  will  continue  to  identify  environmental  needs  of 
developing  countries.   This  effort  includes  identifying 
technology  needs  and  we  continually  convey  information  on  U.S. 
technologies  available  to  meet  those  needs.   Where  there  appears 
to  be  a  good  match  of  LDC  needs  with  U.S.  technology,  we  try  to 
ensure  that  this  information  is  disseminated  through  the 
Department  of  Commerce  and  other  appropriate  agencies  to  U.S. 
businesses . 

Many  ongoing  A.I.D.  projects  already  benefit  from  U.S. 
business  participation  focused  on  introduction  of  U.S. 
environmental  technologies.   For  example,  in  Thailand,  A.I.D.  is 
introducing  U.S.  clean  coal  technology  at  two  power  plants,  and 
is  working  with  the  Thai  textile  industry  to  identify 
opportunities  for  pollution  prevention.   In  Chile,  the  Agency  is 
collaborating  with  the  Chilean-American  Chamber  of  Commerce  and 
Chilean  counterparts  to  identify  projects  for  pollution 
prevention,  environmental  technology,  and  energy  efficiency. 

ENVIRONMENTAL  AID 

SENATOR  LAUTENBERG:   As  you  may  be  aware,  in  December  1989 
the  European  Community  established  the  P.H.A.R.E.  program.   The 
program  provides  cash  grants  to  buyers  in  Eastern  Europe  who 
agreed  to  purchase  E.C. -origin  products  with  the  P.H.A.R.E. - 
gremt  monies.   One  of  the  principle  areas  targeted  for  funding 
has  been  environmental  technologies.   According  to  information 
from  the  E.C,  from  1990-91  the  P.H.A.R.E.  program  was  expected 
to  spend  about  $230  million  to  promote  the  purchase  of  E.C.- 
origin  environmental  equipment  in  Eastern  Europe. 

Meanwhile,  the  United  States  spends  most  of  its 
environmental  assistance  on  training  and  technical  assistance 
and  not  on  equipment.   Over  a  three-year  period  from  FY  1990  to 
FY  1992,  the  United  States  spent  a  total  of  $135.8  million  in 
energy  and  environmental  programs.   However,  according  to 
A.I.D.,  only  $4.2  million  was  spent  on  environmental  equipment 
and  only  $13.3  million  was  spent  on  energy  equipment.   The 
remaining  funds  were  spent  on  training  and  technical  assistance. 
At  the  end  of  FY  1993,  A.I.D.  estimates  it  will  have  only  spent 
a  total  of  $5.7  million  on  environmental  equipment  and  $18.3 
million  on  energy  equipment  since  FY  1990. 

Is  A.I.D.  aware  that  this  disparity  has  created  an 
economic  playing  field  that  is  severely  tilted  against  American 
manufactures  of  environmental  equipment  in  Eastern  Europe? 

If  so,  what  steps  is  the  Agency  taking  to  level  the 
playing  field? 

MR.  ATWOOD:   European  governments  are  helping  Eastern 
Europe  solve  their  environmental  problems  and  are  getting  their 
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companies  into  the  market.  We  are  trying  to  help  Eastern 
Europeans  match  up  with  U.S.  expertise  as  well.  European 
companies  have  an  advantage  because: 

They  are  closer  to  the  region,  which  increases  their 

business  contacts  and  reduces  their  costs. 

Europeans  provide  more  funds  for  environment  projects  than 

the  United  States,  which  helps  their  companies  get  better 

known. 

European  suppliers  have  access  to  European  investment  bank 

credits . 
Since  1990,  we  have  made  available  over  $150  million  to: 

Change  environmental  and  energy  policies,  laws,  and 

institutions.   This  will  lead  to  more  investment  and  trade 

opportunities  for  U.S.  environment  companies. 

Provide  environmental  and  energy  efficiency  equipment  to 

demonstrate  U.S.  technology  and  business  practices. 

Support  U.S.  investment  and  joint  ventures  by  identifying 

good  projects  and  splitting  the  cost  of  starting  up 

projects  with  other  donors. 

Through  collaboration  with  EBRD  and  IPC,  A.I.D.  has 
leveraged  more  financing  for  environmental  equipment  purchase 
from  these  sources  by  persuading  both  organizations  to  reduce 
their  minimum  project  size  to  the  smaller  scale  of  needed 
environmental  investments. 

Good  excimples  of  A.I.D.  supported  activities  that  help 
development  and  demonstrate  U.S.  technology  are: 

The  $7.8  million  Krakow  powerplant  air  pollution  control 

project . 

The  Capital  Development  Initiative  which  is  designed  to 

identify  investment  opportunities  that  will  enable  U.S. 

companies  to  penetrate  Eastern  European  markets. 

The  waste  minimization  program  with  the  World  Environment 

Center  and  U.S.  industry. 

Support  for  some  of  the  feasibility  studies  and  trade 

missions  run  by  the  Trade  and  Development  Agency,  OPIC, 

Department  of  Commerce  and  EXIM' s  Eastern  European 

progrcun. 

At  the  ^ril  199  3  Lucerne  Environment  for  Europe 
Conference,  the  United  States  pledged  $10  million  for  a  multi- 
country  effort  to  increase  environmental  investments  in  the 
region. 

We  plan  to  concentrate  on  projects  that  demonstrate  low- 
cost  solutions  to  problems  and  use  U.S.  technology  and 
management  skills. 

ENVIRONMENTAL  AND  ENERGY  ASSISTANCE 

SENATOR  LAUTENBERG:   What  is  A.I.D.  budgeting  for 
environmental  and  energy  "equipment"  assistance  versus  "training 
and  technical  assistance"  for  Eastern  Europe  in  the  FY  1994 
budget? 

MR.  ATWOOD:   Training  and  technical  assistance  was  one  of 
the  broad  SEED  Act  categories,  like  environment  and  energy,  that 
was  highlighted  by  Congress  as  an  area  of  concentration  for 
A.I.D.  in  the  delivery  of  assistance  to  Central  and  Eastern 
Europe.   Consistent  with  this  legislative  intent,  A.I.D.  is 
projecting  the  following  allocation  of  resources  in  the  FY  1994 
budget  which  shows  the  breakdown  between  energy  and 
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environmental  equipment  assistance  and  training  and  technical 
assistcince  in  millions  of  dollars: 
Environment 

Equipment 1 .910 

Technical  assistance  and  training 22.770 

Energy 

Equipment 7  .  000 

Technical  assistsmce  and  training 20.000 

Examples  of  the  type  of  equipment  are  noted  in  the  following 
table: 

Energy  Conservation  and  Environment  Equipment 
Provided  to  Central  and  Eastern  Europe 

1.  Air  Emission  Control  Technology,  Krakow 

2.  Pollution  Prevention  Equipment 

3 .  Monitoring  Equipment 

4 .  Combustion  Analyzer 

5.  Production  Optimization  Systems 

6 .  Electric  Power  Analyzer 

7 .  Furnace  Combustion  Equipment 

8 .  Electric  Power  Analysis  Equipment 

9.  Boiler  Equipment 

10.  Flue  Gas  Analyzer 

11.  Natural  Gas  Meters 

12 .  Steam  Traps 

13 .  Heating  Control  System 

14.  Computer-based  energy  management  systems 

15.  Fugitive  organic  vapor  analyzer 

16.  Ion  detection  unit 

17 .  Ph  meters 

18.  Chemical  Oxygen  Demand  meters 

ENVIRONMENTAL  EQUIPMENT 

SENATOR  LAUTENBERG:   In  light  of  what  you  know  about  the 
B.C.  program,  wouldn't  you  agree  that  the  United  States  should 
provide  significantly  more  resources  for  environmental  equipment 
for  Eastern  Europe  to  ensure  that  our  industry  is  not 
competitively  disadvantaged? 

MR.  ATWOOD:   The  SEED  program  legislation  established  a 
technical  assistance  and  training  program  rather  than  a  program 
to  finance  capital  equipment.   Given  U.S.  budgetary  limitations, 
the  zumount  of  capital  investments  the  United  States  unilaterally 
could  make  in  Eastern  Europe  have  been  aund  are  projected  to  be 
limited. 

However,  the  SEED  Prograun  has  exposed  Eastern  European 
counterparts  to  U.S.  technology  in  three  ways.   First,  A.I.D. 
has  sponsored  specific  projects  designed  to  demonstrate  U.S. 
pollution  control  and  energy  efficiency  technology.   For 
example,  we  have  provided  demonstration  equipment  that  reduces 
air  pollution  emissions  under  the  emergency  energy  equipment 
project  and  the  Krakow  Clean  Fossil  Fuels  and   Energy  Efficiency 
Project  at  selected  pilot  demonstration  sites.   Second,  many  of 
the  environmental  technical  assistance  and  training  projects 
have  also  incorporated  installation  of  U.S.  equipment  as  part  of 
their  activities.   Selected  water  pollution  monitoring  equipment 
will  be  provided  in  conjunction  with  EPA  technical  assistance 
that  we  will  fund,  for  example,  in  Latvia.   Third,  the 
environmental  component  of  the  Capital  Development  Initiative  is 
specifically  designed  to  identify  investment  opportunities  that 
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will  allow  U.S.  companies  to  penetrate  Eastern  European  markets 
and  it  also  provides  grants  to  qualifying  U.S.  companies  to 
defray  the  expense  of  new  marketing  ventures  in  Eastern  Europe. 

Finally,  and  perhaps  most  importantly,  Bureau  for  Europe 
staff  have  been  working  with  multilateral  banks  who  finance  the 
bulk  of  environmental  and  energy  sector  capital  investments  in 
Eastern  Europe,  as  well  as  with  the  E.G.,  to  ensure  that  U.S. 
goods  and  services  suppliers  are  notified  about  the  possibility 
to  bid  on  upcoming  contracts  cmd  that  contractor  selection 
criteria  amd  equipment  specifications  do  not  preclude  U.S. 
contractors  from  bidding. 

AID  TO  ARMENIA 

SENATOR  LAUTENBERG:   I  have  worked  hard  to  ensure  that  the 
United  States  provides  adequate  assistance  for  Armenia.   In 
light  of  the  blockade,  it  is  especially  important  that  we 
provide  humanitaricui  assistance,  refugee,  and  other  assistance 
to  Armenia . 

What  level  of  funding  is  being  requested  by  the 
Administration  for  FY  1994  for  Armenia? 

MR.  ATWOOD:   The  NIS  program  is  a  regional  program;  the 
Administration  is  not  making  country- specif ic  funding  requests. 
In  our  FY  1993  program,  we  estimate  that  Armenia  will  receive 
approximately  $38  million  through  our  regional  projects.   This 
is  one  of  the  highest  per  capita  assistcuice  levels  in  the  NIS. 

SENATOR  LAUTENBERG:   What  level  of  funding  is  being 
requested  in  FY  1994  to  aid  Armenian  refugees/displaced  persons? 

MR.  ATWOOD:   The  NIS  program  is  a  regional  program;  we  do 
not  make  country- specif ic  funding  requests. 

SENATOR  LAUTENBERG:   The  past  winter  was  extremely  harsh 
for  the  Armenians  as  a  result  of  the  blockade.   All  indicators 
are  that  the  upcoming  winter  may  be  harsher.   What  plans  does 
the  Administration  have  for  FY  1994  to  provide  humanitarian 
assistamce  to  help  Armenians  through  the  winter?   Will  the 
Administration  provide,  among  other  types  of  assistance, 
humanitarian  assistance  in  the  form  of  heating  oil  and  winter 
wheat  seed  to  ensure  adequate  food  supplies? 

MR.  ATWOOD:   The  Administration  has  provided  $5  million  to 
Armenia  auid  Georgia  for  transportation  of  fuel .   The  Department 
of  State  (S/NIS)  is  responsible  for  the  prograun  and  recently 
shipped  17,500  tons  of  fuel  into  Armenia;  it  is  planning  to  ship 
an  additional  20,000  tons,  and  has  been  talking  to  the  Armenian 
Government  about  further  requirements.   A.I.D.  provided  $1 
million  to  Armenia  this  spring  to  purchase  cereal  seed  for 
spring  and  summer  planting.   In  addition,  A.I.D.  is  working  with 
USDA  and  State  to  examine  food  requirements  for  the  winter  and 
to  prepare  for  food  shipments  early  in  FY  1994  which  would  help 
meet  the  needs  of  vulneraible  groups  during  the  winter. 

SENATOR  LAUTENBERG:   I  understeuid  Armenia  is  taking  steps 
to  become  energy  self-sufficient  and  that  A.I.D.  has  provided 
some  funds  to  Armenia  to  further  this  goal.   Is  A.I.D. 
contemplating  providing  additional  technical  euid  financial 
assistance  to  help  Armenia  develop  its  oil  and  gas  reserves? 

MR.  ATWOOD:   A.I.D.  has  already  provided  $3  million  in 
technical  assistance  amd  $500,000  in  energy  efficiency  equipment 
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this  year.   The  funds  were  instrvunental  in  mobilizing  a  $60 
million  European  Bank  for  Reconstruction  and  Development  loan  to 
complete  a  thermal  power  plant,  the  first-ever  multilateral  bcuik 
loan  for  Armenia.   We  are  also  working  with  the  World  Bank  to 
seek  accelerated  approval  for  a  $20  million  energy 
rehabilitation  loan  prior  to  next  winter.   We  plan  an  additional 
$1.25  million  to  explore  3-4  of  the  most  promising  oil  and  gas 
reserves  in  Armenia.   These  funds  would  be  made  available  when 
the  Armenicui  government  raises  an  additional  $8-12  million  from 
other  sources.   Finally,  we  plan  to  provide  another  $2  million 
for  energy  technical  assistance  euid  spare  parts. 

SENATOR  LAUTENBERG:   Armenia  has  a  nuclear  power  plcint 
that  has  been  dormant  since  the  earthquake.   Environmental, 
health  amd  safety  concerns  have  been  raised  about  re -opening  the 
power  plamt .   Has  A.I.D.  provided  assistance  to  ensure  safety 
features  at  other  facilities  internationally,  and  will  A.I.D. 
provide  this  type  of  assistance  to  Armenia? 

MR.  ATWOOD:   The  U.S.  is  extremely  concerned  about  the 
safety  of  operating  Metsamor,  given  the  age  and  design  of  the 
plant.   The  USG  strongly  discourages  efforts  to  restart  the 
plant,  and  supports  the  Government  of  Armenia's  efforts  to 
explore  alternative  sources  of  energy.   The  U.S.  will  not  fund 
capital  in^rovements  on  a  bilateral  basis,  but  rather  will 
support  technical  assistance  and  training.   U.S.  capital 
assistance  is  provided  through  our  contributions  to  the  World 
Bank  and  the  European  Bank  for  Reconstruction  and  Development. 

Through  the  Department  of  Energy  and  the  Nuclear 
Regulatory  Commission,  A.I.D.  provided  $25  million  for  nuclear 
safety  in  FY  1992  for  Russia  amd  Ukraine.   We  will  provide 
another  $19  million  in  FY  1993.   In  addition,  the  Department  of 
Defense  will  contribute  $11  million  in  Nunn-Lugar  funds  for 
nuclear  safety.   These  funds  finamce  immediate  operational 
safety  improvements,  two  regional  training  centers,  improved 
hazard  detection,  and  development  of  regulatory  standards. 

SECTION  520(c) 

SENATOR  LAUTENBERG:   Section  520(c)  of  P.L.  102-391 
includes  an  exemption  for  certain  CBI  industries  that  use  U.S.- 
made  components.   When  Congress  included  this  section  in  the 
Foreign  Operations  Act  many  years  ago,  A.I.D.  vigorously 
advocated  inclusion  of  this  exemption.   What  is  A.I.D. 's  current 
position  on  this  exemption?   Should  it  still  be  included? 

MR.  ATWOOD:   A.I.D.  has  supported  the  Caribbean  Basin 
Initiative  from  a  development  perspective  in  that  it  has  helped 
countries  diversify  their  economies  and  earn  foreign  exchange 
through  am  expanded  export  base.   Furthermore,  A.I.D.  believes 
that  CBI  remains  relevant  from  a  development  stauidpoint  amd  it 
reflects  a  U.S.G.  commitment  to  a  policy  that  is  mutually 
beneficial  to  Latin  America  amd  the  U.S. 

However,  the  520(c)  exemption  has  more  limited  utility  at 
this  time  than  it  did  when  it  first  was  enacted.   This  is 
because  Section  599  of  P.L.  102-391  virtually  prohibits  A.I.D. 
assistaince  for  production  in  export  processing  zones,  whereas 
most  production  of  807  manufactures  takes  place  in  export 
processing  zones. 
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QUESTIONS  SUBMITTED  BY  SENATOR  BARBARA  MIKULSKI 

WOMEN  IN  DEVELOPMENT 

SENATOR  MIKULSKI:   A  major  problem  with  the  Women  In 
Development  (WID)  initiatives  mcindated  by  the  U.S.  Congress  in 
the  past  is  ensuring  their  effective  implementation  throughout 
the  Agency  and  in  recipient  countries.   Too  often,  Agency  staff 
and  contractors  feel  that  complying  with  WID  directives  in  their 
projects  and  programs  is  one  more  unnecessary  bureaucratic 
hassle.   As  a  result,  actions  are  not  taken  or  worse,  they  are 
implemented  poorly,  by  personnel  that  lack  technical 
qualifications  ±n  the  WID  field.   Nobody  is  well  served  by  this; 
not  the  Agency,  not  the  women  beneficiaries,  and  not  the  U.S. 
tcixpayer.   What  are  your  plans  to  both  substamtially  improve  the 
Agency's  performance  regarding  the  WID  mandate  and  increase  the 
Agency's  accountability  in  this  matter? 

MR.  ATWOOD:   The  Agency  is  showing  some  encouraging  signs 
of  progress  in  this  area,  and  as  Administrator  I  intend  to  build 
on  this  progress.   For  example,  requests  for  help  in 
implementing  the  WID  mandate  have  nearly  doubled  over  the  past 
two  years.   This  is  a  clear  reflection  of  a  growing  awareness 
throughout  A.I.D.  of  the  importance  of  gender  issues.   Demand 
for  WID  training  is  also  increasing,  and  A.I.D. 's  WID  training 
program  is  known  among  other  donors  eind  international  agencies 
for  its  effectiveness.   To  increase  the  expertise  of  A.I.D. 
staff  in  gender  issues,  we  will  continue  to  emphasize  training 
at  all  levels  throughout  the  Agency.   This  training  will  be 
reinforced  with  practical  technical  assistance  to  field  missions 
and  Washington-based  staff  on  specific  methods  of  increasing 
women's  participation  in  our  projects  and  prograims .   To  improve 
our  performance  with  regard  to  the  WID  mandate,  we  will  work 
from  the  bottom  up- -providing  training  and  technical  assistance 
to  designers  and  implementors- -as  well  as  from  the  top  down-- 
ensuring  that  our  senior  staff  recognize  the  importance  of  WID 
issues.   In  order  to  increase  the  Agency's  accountability  in 
this  area,  the  WID  Office  and  A.I.D. 's  Center  for  Development 
Information  and  Evaluation  will  work  to  improve  the 
incorporation  of  gender  into  our  monitoring  eind  evaluation 
systems . 

SENATOR  MIKULSKI:   As  you  may  know,  throughout  the  world, 
non- governmental  organizations,  or  NGOs,  have  a  far  stronger  and 
more  positive  role  in  the  implementation  of  the  WID  mandate  than 
have  governments.   Governments  have  too  often  paid  lip  service 
to  women's  issues,  and  government  policy  (including  mandated 
structural  adjustment  programs)  has  often  increased  women's 
poverty  and  widened  the  opportunity  gap  between  men  and  women. 
Two  questions:   (1)  What  are  your  plans  to  both  integrate  the 
expertise  and  views  of  NGOs,  especially  women-based  NGOs  into 
A.I.D.?   (2)  What  are  your  plans  to  ensure  that  A.I.D. 
assistance  to  public  sector  institutions  in  developing  countries 
is  much  more  proactive  in  terms  of  supporting  women's  economic 
and  social  opportunities  and  their  human  rights? 

MR.  ATWOOD:   A.I.D.  will  continue  to  forge  strong 
partnerships  with  NGOs  worldwide  as  part  of  the  participatory, 
people -oriented  approach  to  development  that  we  plan  to 
implement.   At  the  grass -roots  level,  the  strength  of  women's 
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cooperatives  and  women's  NGOs  is  very  evident,  emd  we  will  work 
to  integrate  the  knowledge  and  expertise  found  within  these  NGOs 
into  our  prograuns.   For  example,  A.I.D.  is  collaborating  with 
women's  groups  in  Central  Ttoerica  to  help  low-income  people, 
specifically  women,  achieve  economic  self-sufficiency,  improve 
family  well-being  and  adopt  environmentally  sustainable  natural 
resource  management  practices. 

A.I.D.  will  continue  to  promote  increased  attention  to 
women  by  public  sector  institutions  in  developing  countries. 
Among  our  approaches  to  these  institutions  will  be:  dialoguing 
with  governments  to  encourage  increased  investment  in  sectors 
particularly  beneficial  to  women  (primary  education,  for 
example) ;  training  host -country  officials  on  the  importance  of 
women  in  development;  working  with  women's  groups  to  strengthen 
their  ability  to  influence  policy  makers  within  these  countries; 
and  supporting  advanced  educational  opportunities  for  women 
themselves  so  that  they  can  enter  the  higher  levels  of  public 
service . 

ROLE  OF  WOMEN  IN  MAKING  AND  IMPLEMENTING  POLICY 

SENATOR  MIKULSKI :   We  are  encouraged  to  see  the 
Administration  is  putting  money  into  programs  that  affect  women 
such  as  INSTRAW,  UNIFEM  and  reproductive  health,  but  we  are 
concerned  that  women  are  not  involved  in  policy-planning  and 
decision-making  at  the  highest  levels  of  A.I.D.   What  new 
actions  will  A.I.D.  take  to  include  women  in  the  making  and 
implementing  of  foreign  assistance  policy  and  programs? 

MR.  ATWOOD:   The  President  has  made  it  clear  that  he  wants 
am  Administration  that  is  more  reflective  of  our  nation  as  a 
whole,  and  that  is  an  objective  that  I  share  for  A.I.D.   As  my 
first  official  act  as  Administrator,  I  expressed  my  commitment 
to  achieving  a  diverse  amd  representative  workforce  at  A.I.D. 
That  commitment  extends  to  both  the  foreign  service  and  the 
civil  service,  and  to  all  levels  of  the  workforce.   It  is  my 
intention  to  put  into  place  a  plan  of  specific  actions  to 
achieve  workforce  diversity  in  A.I.D.  and  to  monitor  its 
implementation.   I  will  expect  all  Agency  managers  to  make  this 
objective  a  high  priority  amd  will  evaluate  their  performance 
accordingly.   As  part  of  this  effort,  I  cam  assure  you  that 
women  will  be  included  at  every  level  of  policy-planning  and 
decision-making,  including  the  highest  levels.   One  of  the  great 
strengths  of  our  country  and  one  of  the  values  which  is  most 
important  to  share  with  others  is  our  respect  for  the  diversity 
of  our  people.   A.I.D. 's  workforce,  including  the  appointments  I 
make,  must  communicate  this  value  by  example,  emd  I  can  assure 
you  they  will . 

CONSULTATION  WITH  PVOS 

SENATOR  MIKULSKI:    In  your  testimony,  you  state  that 
A.I.D.  needs  to  promote  sustainaJale  development  and  to  help 
people  gain  control  over  their  own  lives, amd  that  your  aid 
programs  should  work  more  closely  with  the  NGOs  amd  PVOs  in  the 
field  to  help  people  realize  those  aspirations.   U.S.  PVOs  want 
to  work  with  A.I.D.  to  achieve  such  goals,  and,  indeed,  A.I.D. 
needs  the  help  of  PVOs  to  provide  humanitarian  assistance  and  to 
achieve  sustainaJDle  development  at  the  local  level .   What  are 
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your  plans  for  engaging  U.S.  PVOs  in  an  ongoing  consultative 
process  to  make  A.I.D.  more  "user  friendly"  --  e.g.,  to  engage 
PVOs  in  the  A.I.D.  decision -making  process  regarding  the  focus 
of  foreign  aid,  in  determining  realistic  program  goals  and 
evaluation  procedures,  and  in  revising  and  stresimlining  the 
proposal  process  and  progrsun  regulations  emd  requirements? 

MR.  ATWOOD :    As  I've  mentioned  during  my  testimony  at 
Congressional  hearings,  one  of  my  objectives  is  indeed  to  make 
A.I.D.  a  more  "user- friendly"  agency  --  one  that  both  U.S.  aind 
indigenous  PVOs  can  work  with  more  easily.   A.I.D.  has  available 
to  it  a  variety  of  mechanisms  that  are  used  to  promote 
constructive  dialogue,  facilitate  collaboration,  and  address 
issues  in  the  A.I.D. -PVO  partnership.   These  range  from 
institutionalized  fora  to  one-on-one  working  relationships.   A 
key  vehicle  is  the  Advisory  Committee  on  Voluntary  Foreign  Aid, 
which  serves  as  a  bridge  between  A.I.D.  and  the  PVO  community. 
There  are  other  fora,  too,  for  discussion  of  longer-term  policy 
issues  as  well  as  more  immediate  operational  concerns  and 
specific  outreach  activities  to  foster  dialogue,  such  as  the 
annual  PVO  Week  carried  out  by  A.I.D. 's  Office  of  Private  and 
Voluntary  Cooperation,  the  Food  Aid  Consultative  Group,  and 
various  events  organized  by  the  regional  bureaus.   Cultivation 
of  a  close  and  collaborative  working  relationship  with 
InterAction  (the  principal  coalition  of  U.S.  PVOs  working  in 
international  development  and  humeuiitarian  assistance)  and  the 
Overseas  Cooperative  Development  Council  (which  represents  the 
interests  of  the  U.S.  cooperative  development  organizations)  are 
other  examples.   Also,  we  are  beginning  work  on  revising 
A.I.D. 's  PVO  Policy  Statement;  we  will  engage  the  PVOs  in  this 
process.   I  wamt  to  make  full  use  of  all  of  these  mechanisms  to 
strengthen  both  the  spirit  emd  the  reality  of  our  collaboration. 

Given  the  increasingly  important  role  of  PVOs  and  NGOs  in 
overseas  development,  we  also  plan  to  look  for  ways  to 
facilitate  PVO  eind  NGO  participation  with  A.I.D.  missions  at  the 
field  level  in  the  planning  and  design  of  country  programs.   We 
recognize  that  differing  patterns  of  collaboration  may  be 
appropriate  in  the  widely  varied  country  and  regional  contexts 
in  which  A.I.D.  and  PVOs  operate.   This  is  an  area  in  which 
A.I.D.  can,  and  should  proactively  seek  to,  benefit  from  PVO  and 
NGO  experience  and  capabilities  at  the  grass  roots. 

PRIVATE  VOLUNTARY  ORGANIZATIONS  AND  ACCOUNTABILITY 

SENATOR  MIKULSKI:   Private  voluntary  orgcuiizations  (PVOs) 
should  be,  and  want  to  be,  held  accounta±)le  for  proper 
management  and  achieving  program  goals.   However,  accountability 
standards  should  not  be  so  onerous  that  they  detract  from  the 
humanitaricui  and  development  goals  of  a  program  and  are  not  cost 
effective.   In  this  regard,  please  provide  your  views  on 
A.I.D. 's  implementation  of  0MB  Circular  A- 133,  the  cost  of 
implementing  the  current  procedures,  and  if  there  are  plans  to 
revise  A- 133,  how  you  would  go  about  revising  this  policy? 

MR.  ATWOOD:   Circular  A-133  is  issued  by  the  Office  of 
Management  and  Budget  (OMB)  and  establishes  mandatory  audit 
requirements  for  institutions  of  higher  education  and  other  non- 
profit institutions.   It  also  defines  federal  responsibilities 
for  implementing  and  monitoring  these  recjuirements .   A.I.D. 
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follows  the  direction  of  0MB  in  ensuring  that  non-profit 
organizations  obtain  the  required  independent  audits  of  their 
books  and  records.   Circular  A- 133  requires  that  the  various 
non-profit  organizations  obtain  their  own  independent  audit  and 
submit  it  to  the  government,  with  a  quality  control  review  being 
performed  by  the  responsible  agency's  Inspector  General's  office 
to  ensure  that  all  compliance  requirements  in  the  Circular  are 
met.   This  approach,  we  feel,  is  more  cost  effective  for  both 
the  government  and  the  non-profit  organization.   The  Circular 
allows  A- 133  audit  costs  to  be  recovered  from  the  government. 
0MB  is  responsible  for  any  revisions  of  A- 133.   We  are  aware 
that  a  number  of  minor  changes  are  now  being  considered.   We  are 
unaware  of  any  significant  changes  being  planned. 

0MB  Circular  A- 133  deals  only  with  the  financial 
accounts±>ility  of  non-profit  organizations.   Accountability 
standards  applicable  to  the  humanitarian  and  development  goals 
of  a  program  are  established  separately  by  A.I.D.  and  tailored 
to  the  progrsun  objectives.   A.I.D.  endeavors  to  keep  the 
standards  reasonable  and  relatively  easy  to  measure. 

TITLE  II  INSTITUTIONAL  SUPPORT  GRANTS 

SENATOR  MIKULSKI:   Under  Title  II  of  the  U.S.  Food  for 
Peace  Prograun,  PVOs  and  cooperatives  conduct  food  aid  programs 
in  over  50  countries  overseas,  using  over  1  million  metric  tons 
of  U.S.  food  commodities.   To  support  PVOs  in  these  efforts,  the 
Congress  has  encouraged  funding  the  Title  II  Institutional 
Support  Grants  ("ISGs")  at  $7.5  million  each  year.   However,  in 
FY  1993  these  funds  have  not  yet  been  disbursed  and  A.I.D.  has 
only  budgeted  $5.2  million  for  the  ISGs  for  this  fiscal  year. 
If  Congress  does  not  earmark  these  funds,  how  can  we  be  assured 
that  ISGs  will  be  funded,  and  that  the  ISG  funding  will  be 
disbursed  in  a  timely  manner? 

MR.  ATWOOD:   The  PVOs  and  cooperatives  are  valuable 
partners  in  the  implementation  of  Title  II,  P.L.  480  food  aid 
prograuns .   Since  FY  1990,  bilateral  non-emergency  PVO/CDO 
progreims  have  ranged  annually  between  a  low  of  slightly  over 
700,000  metric  tons  in  FY  1991  to  820,000  metric  tons  in  FY 
1990,  just  a  year  earlier.   The  reason  for  the  range  is  a 
combination  of  rising  demand  for  food  aid  for  emergencies  and 
changing  commodity  and  transportation  prices. 

Since  1985,  A.I.D.  has  provided  approximately  $40  million 
under  the  ISG  program  to  PVOs  and  cooperatives.   In  FY  1993, 
A.I.D.  has  budgeted  a  total  of  $5.4  million  for  the  ISG  program, 
including  program  support  costs.   We  expect  the  funds  to  be 
disbursed  by  the  end  of  August . 

With  regard  to  future  funding,  certain  activities  formerly 
funded  under  the  DA- funded  ISG  program  (principally  field 
administrative  costs)  became  eligible  for  funding  under  Section 
202(e)  of  the  Agriculture  Act  of  1990.   As  a  result,  we  believe 
that  support  for  PVO  ISG- type  activities  will  be  funded  from  one 
or  more  sources  in  the  future  eind  earmarking  will  not  be 
necessary. 
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QUESTIONS  SUBMITTED  BY  SENATOR  CONNIE  MACK 

ECONOMIC  POLICIES  AND  ECONOMIC  GROWTH 

SENATOR  MACK:   Economic  growth  is  probably  the  greatest 
factor  in  reducing  poverty,  improving  health,  reducing 
illiteracy,  increasing  life  expectancy,  and  accomplishing  many 
other  important  objectives  of  U.S.  development  policy.   Yet 
little  attention  seems  to  be  paid  to  the  relationship  between 
economic  growth  and  economic  policies.   My  questions  are: 

Has  A.I.D.  done  any  studies  to  determine  what  economic 
policies  are  associated  with  greater  economic  growth  and  which 
with  little  or  no  growth?   If  so,  could  you  provide  me  with 
copies? 

MR.  ATWOOD:   First  let  me  say  that  I,  along  with  the  great 
majority  of  A.I.D.  mamagement  amd  professional  staff,  would 
fully  agree  with  your  prefatory  statement  that  "Economic 
policies  seem  to  be  the  greatest  determinant  of  economic 
growth."   This  conviction  plays  a  key  role  in  determining  how 
A.I.D.  does  business,  both  in  the  allocation  of  resources  among 
countries  and  in  the  work  of  A.I.D.  Missions  overseas.   I'll 
enlarge  upon  this  below. 

To  return  to  your  question,  A.I.D. 's  in-house  production 
of  broad,  cross-country  research  on  the  policy/growth  nexus  has 
indeed  been  limited.   However,  this  has  not  been  the  result  of  a 
lack  of  interest  in  the  topic,  but  rather  of  a  conscious 
decision  --  following  the  recommendations  of  the  Peterson 
Commission  of  1969-70  --  that  A.I.D.  should  mainly  rely  on  the 
research  efforts  of  the  World  Bank  and  the  International 
Monetary  Fund  in  the  area  of  macroeconomic  policy  analysis, 
rather  than  duplicating  this  work  in-house. 

In  most  respects,  this  relationship  works  well  for  A.I.D. 
The  Bank's  policy  research  efforts  are  generally  of  very  high 
quality,  focused  on  the  right  policy  questions,  and  of  a  volume 
that  we  could  only  dream  of  matching:   hundreds  of  studies  per 
year,  covering  a  very  wide  range  of  topics.   The  World  Bank 
currently  devotes  about  $24  million  a  year  and   150  staff  members 
to  development  research.   The  most  visible  result  of  these 
efforts  is  the. annual  World  Development  Report,  which  you  no 
doubt  already  receive.   The  1991  WDR  recently  distilled  the  key 
insights  of  the  Bank's  work  on  the  policy/growth  linkage, 
particularly  highlighting  the  impact  of  exchange  rate  and 
interest  rate  policies,  trade  policies,  and  fiscal  policies,  as 
well  as  investment  in  education.   More  recently,  the  Bank  has 
carried  this  effort  forward  under  a  major  project  entitled  "How 
Do  National  Policies  Affect  Long-Run  Growth?"   In  the  event  that 
the  Bank's  research  efforts  were  to  deteriorate  in  quality  or  to 
go  off  on  unproductive  tangents,  the  U.S.  position  as  the 
leading  participant  in  the  Bank  would  put  us  in  a  good  position 
to  exert  corrective  pressure. 

Given  the  decision  that  A.I.D.  should  mainly  rely  upon  the 
World  Bank  for  broad  research  on  policies  and  growth,  it  is 
obviously  critical  that  we  be  in  a  position  to  utilize  this  work 
effectively.   A.I.D.  has  in  recent  years  worked  hard  to  ensure 
that  A. I .D. /Washington  and  Mission  professionals  have  quick  and 
easy  access  to  the  full  range  of  research  and   evaluation  results 
produced  by  the  World  Bank,  as  well  as  to  work  by  A.I.D.,  other 
donors,  and  academic  euid  other  non- government  researchers.   This 
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mechanism,  under  the  Center  for  Development  Information  and 
Evaluation  (CDIE) ,  is  very  actively  used  in  project  and  program 
design;  the  impact  of  policies  on  economic  performance,  both  at 
the  national  emd  at  the  sectoral  level,  is  a  key  consideration 
in  this  design  process. 

Despite  A.I.D.'s  general  policy  of  relying  on  the  World 
Bank  for  broad  research  on  the  impact  of  policies  on  economic 
development,  we  do  sponsor  some  work  in  this  area.   First, 
A.I.D.  supports  the  Institute  for  Policy  Reform  (IPR) ,  which 
supports  applied  research  by  leading  academics  on  critical 
policy  issues  related  to  development.   Under  IPR,  research 
topics  are  selected  within  broad  areas  proposed  by  A.I.D.  as 
being  particularly  relevant  to  A.I.D.  operations;  work  is 
carried  out  in  collaboration  with  A.I.D.  economists  and  other 
professionals;  preliminary  findings  are  presented  at  A.I.D. 
seminars  where  staff  review  them  in  light  of  experience  in  the 
field;  cuid  final  products  are  distributed  widely  within  A.I.D. 
and  among  professionals  in  other  development  agencies.   Since 
its  inception  in  1991,  IPR  has  produced  nearly  60  working 
papers.   As  a  sample  of  this  work,  I  am  sending  you  under 
separate  cover  an  IPR  paper  on  the  impact  of  trade  distortions 
on  economic  growth,  along  with  a  publications  list/order  form 
for  available  working  papers. 

In  addition  to  IPR,  A.I.D.  supports  a  number  of  activities 
and  institutions  that  both  generate  new  work  on  the  impact  of 
' policies  on  growth  and  disseminate  these  findings  to  users 
around  the  developing  world.   These  include: 

the  International  Center  for  Economic  Growth  (ICEG) ,  which 
sponsors  publications  by  leading  researchers  aimed  at 
synthesizing  key  insights  from  the  frontier  of  development 
policy  research  in  a  manner  accessible  to  policy  makers  in 
developing  countries;  ICEG  also  sponsors  conferences, 
seminars,  and  special  projects  advising  governments  on 
policy  reform  issues.   ICEG  disseminates  its  own  and 
related  work  through  a  network  of  over  230  correspondent 
institutes,  mostly  in  the  developing  countries.   ICEG  has 
played  a  major  role  in  stimulating  the  liberalization  of 
transportation  policy  in  Mexico  and  in  the  reduction  of 
tariff  rates  in  Costa  Rica.   I  include  under  separate 
cover  a  recent  ICEG  paper  by  Dr.  Stanley  Fischer  on  Does 
Macroeconomic  Policy  Matter?   Evidence  from  Developing 
Countries . 

the  Consulting  Assistance  on  Economic  Reform  (CAER) 
project,  which  plays  a  more  hands-on  role  in  supporting 
the  efforts  of  A.I.D.  Bureaus  and  Missions  to  design, 
implement,  and  evaluate  economic  policy  reform.   CAER 
particularly  emphasizes  support  for  Mission  efforts  in  the 
area  of  macroeconomic  policy  reform;  the  project  is  also 
undertaking  a  volume  of  papers  on  the  Lessons  for  Africa 
from  Asicin  Development,  which  emphasizes  the  key  role  of 
policy. 

the  Institutional  Reform  for  the  Informal  Sector  (IRIS) 
project,  which  focuses  on  such  critical  institutional 
issues  as  property  rights  and  the  enforceaibility  of 
contracts,  both  through  broad  research  and  through  support 
to  Missions  in  specific  policy  reform  efforts.   These 
latter  efforts  have  helped  lead  to  the  passage  of  a 
collateral  law  in  Poland  euid  a  dramatic  simplification  of 
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business  registration  procedures  in  Nepal,  under  which  the 

time  needed  to  start  a  new  business  has  been  reduced  from 

three  years  to  three  days . 

These  are  by  no  means  A.I.D.'s  only  efforts  in  this  area, 
but  I  trust  that  they  suffice  to  dispel  siny  impression  that 
A.I.D.  is  uninterested  in  the  impact  of  policies  on  growth.   In 
addition  to  the  efforts  mentioned,  many  A.I.D.  Missions  sponsor 
or  carry  out  tightly  focused,  country- specif ic  policy  studies  as 
part  of  their  policy  dialogue  efforts.   These  studies,  often 
carried  out  in  cooperation  with  host  country  researchers  or 
officials,  typically  help  document  the  costs  of  particular 
policy  distortions  to  the  host  country,  and  thus  serve  as 
intellectual  ammunition  in  local  policy  debates  inside  and 
outside  the  host  government.   Under  separate  cover,  I'm  sending 
a  representative  sample  of  this  type  of  work  sponsored  by 
A.I.D. /Manila. 

REWARDING  SUCCESS  AND  LEARNING  FROM  FAILURE 

SENATOR  MACK:   You  have  Stated  that  A.I.D.  must  become 
more  "results-oriented"  and  must  be  brave  enough  to  define  its 
objectives,  reward  successes,  and  learn  from  failures.   How  do 
you  plan  to  implement  this  policy  approach  in  the  arena  of 
promoting  economic  growth? 

MR.  ATWOOD:   A.I.D.  is  approaching  this  problem  from  two 
angles,  both  under  A.I.D.'s  management  of  the  Center  for 
Development  Information  and  Evaluation  (CDIE) .   CDIE's  original 
mandate  focused  on  evaluating  individual  A.I.D.  projects  and 
progrcims  and  distilling  lessons  from  these  efforts  for 
application  to  future  activities  in  other  countries.   Over  the 
past  two  years  this  mandate  has  been  expanded  to  encompass  the 
production  of  syntheses  of  the  overall  experience  of  A.I.D.  and 
of  other  donors  in  broad  program  areas.   These  major  program 
evaluations  seek  to  derive  general  operational  guidelines  for 
specific  types  of  projects,  aimed  at  ensuring  that  A.I.D. 
Missions  avoid  mounting  new  projects  in  situations  that  past 
experience  has  shown  to  be  inconsistent  with  project  success. 
The  policy  environment  in  the  host  country  is  clearly  a  critical 
issue  in  making  this  determination. 

In  addition,  CDIE  is  managing  the  Program  Performance 
Information  System  for  Strategic  Mcinagement  (PRISM)  system,  a 
major  initiative  aimed  at  improving  the  design  and 
implementation  of  A.I.D.  programs.   Under  PRISM,  each  A.I.D. 
Mission  is  working  to  define  a  limited  number  of  strategic 
objectives  critical  to  the  promotion  of  host  country  sustainable 
development,  including  economic  growth,  and  to  focus  its 
projects  and  program  activities  on  the  achievement  of  these 
objectives.   In  addition,  PRISM  is  developing  quantitative 
indicators  to  measure  and  report  on  program  performance  in  each 
assisted  country.   This  system  provides  several  means  to  shift 
resources  toward  more  productive  uses.   At  the  Mission  level, 
the  process  of  focusing  Mission  attention  auid  energy  on 
achieving  a  smaller  number  of  objectives  helps  improve  the 
quality  of  Mission  performance  in  each  remaining  program  area. 
Similarly,  the  use  of  quantitative  indicators  of  performance  for 
each  strategic  objective  provides  Mission  management  with  a 
means  to  reinforce  those  efforts  that  are  achieving  greater 
results,  and  to  phase  out  those  that  are  less  effective.   At  the 
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Agency  level,  the  PRISM  system  is  expected  to  help  in  monitoring 
the  effectiveness  of  different  types  of  program  activities, 
allowing  shifts  over  time  toward  those  that  prove  themselves 
more  productive.   Because  of  the  strong  linkage  between  the 
majority  of  Mission  strategic  objectives  and  economic  growth, 
the  PRISM  system  promises  to  serve  as  an  important  tool  in 
reinforcing  A.I.D.'s  efforts  to  foster  sustainable  growth  and 
development . 

COMMUNICATING  THE  LESSONS  OF  EXPERIENCE 
ON  POLICIES  AND  GROWTH 

SENATOR  MACK:   How  can  A.I.D.  do  a  better  job  of  helping 
developing  countries  benefit  from  the  experience  of  other 
countries  that  have  successfully  implemented  free  market 
policies  that  have  resulted  in  increased  economic  growth? 

MR.  ATWOOD:   A  very  large  proportion  of  the  research  I 
cited  in  my  response  to  your  first  question  compares  the 
policies  implemented  by  more  and  less  successful  developing 
countries,  and  attempts  to  show  how  differences  in  policies 
contribute  to  differences  in  growth.   This  includes  both 
research  sponsored  directly  by  A.I.D. ,  as  well  as  work  sponsored 
by  the  World  Bank  and  other  organizations  and  used  by  A.I.D. 
Missions  in  their  policy  dialogue.   This  work  is  a  particularly 
helpful  resource  in  supporting  A.I.D.'s  policy  dialogue  efforts, 
euid  I  expect  it  to  remain  so  in  the  future. 

LINKING  FOREIGN  ASSISTANCE  TO  ECONOMIC  POLICIES 

SENATOR  MACK:   If  sound  economic  policies  are  more 
important  than  development  assistamce  in  producing  sustainable 
economic  growth,  shouldn't  development  assistance  in  some  cases 
be  tightly  linked  to  implementation  of  such  policies? 

MR.  ATWOOD:   Yes.   Flexibility  in  the  allocation  of 
development  assistance  in  response  to  country  policy 
performance,  ajid  a  demonstrated  willingness  to  condition  aid  on 
policy  progress,  can  be  important  tools  in  achieving  policy 
reforms.   Policy  reform  conditions  are  built  into  many,  probably 
most  A.I.D.  projects  and  programs.   In  some  cases,  relatively 
limited  policy  changes  are  sought  as  conditions  precedent  to  a 
sectoral  project.   In  others,  assistance  is  conditioned  on  the 
implementation  of  broad  macroeconomic  and/or  sectoral  reforms, 
with  far-reaching  consequences  for  national  growth  prospects. 
Particularly  in  the  latter  situation,  the  ability  of  policy 
conditionality  to  achieve  policy  reform  depends  on  a  number  of 
factors,  including  (1)  the  balance  of  political  power  between 
supporters  and  opponents  of  reform  in  the  host  government;  (2) 
economic  conditions  in  the  host  country,  e.g.  whether  an 
economic  crisis  has  made  the  need  for  reform  obvious;  (3)  the 
skill  of  A.I.D.  and  other  donors  in  making  the  intellectual  case 
for  reform;  suid  (4)  the  plausibility  of  the  policy  conditions 
themselves,  particularly  whether  assistance  will  in  fact  be 
withheld  if  the  specified  policy  reforms  are  not  implemented. 

In  this  complex  equation,  the  size  of  the  financial 
resources  available  to  support  the  reform  may  or  may  not  be 
critical;  in  some  situations,  the  cogency  of  the  policy  reform 
argument  itself  may  be  the  critical  factor  in  motivating  policy 
reforms;  in  others,  assisteince  to  help  offset  the  short -run 


I 


571 


costs  of  adjustment  may  be  critical  in  tipping  the  scales  in 
favor  of  reform.   Especially  in  the  latter  case,  it  should  be 
clear  that  country  earmarks  and  other  limitations  on  flexibility 
in  the  use  of  funds  severely  limit  A.I.D.'s  leverage  in 
achieving  needed  policy  reforms.   Economic  Support  Funds  (ESF)  , 
because  of  their  political  nature,  are  a  barrier  to  achieving 
policy  reforms.   However,  analogous  problems  arise  from 
program/sectoral  earmarks  on  Development  Assistcince :   the 
pressure  to  "move  the  money"  to  meet  such  earmarks  strongly 
detracts  from  A.I.D.'s  ability  to  provide  assistance  only  where 
the  overall  policy  environment  is  sufficiently  sound  to  ensure 
that  the  assistance  will  achieve  the  desired  results. 

Another  aspect  of  the  linkage  between  policies  and 
assistance  is  that  of  allocating  assistance  among  countries  that 
differ  in  the  quality  of  their  policy  environments.   Several  of 
A.I.D.'s  regional  Bureaus  explicitly  tie  their  country  budget 
allocations  to  assessments  of  the  policy  regimes  in  the 
respective  countries  in  their  regions,  in  an  effort  to  ensure 
that  aid  is  used  productively.   Bureaus  that  do  not  currently 
use  this  approach  are  exploring  the  feasibility  of  doing  so;  in 
general,  the  larger  the  role  played  by  ESF  in  the  overall 
regional  funding  picture,  the  less  scope  is  available  for  tying 
country  budget  allocations  to  country  policies. 

WHY  HAVEN'T  MORE  COUNTRIES  GRADUATED 
FROM  RELIANCE  ON  FOREIGN  AID? 

SENATOR  MACK:   According  to  OECD  figures,  the  net  flow  of 
resources  to  the  developing  world  between  1956  and  1991  was 
about  $2.5  trillion,  not  including  military  aid  or  private 
charitable  aid.   This  investment  should  have  produced  a  number 
of  true  success  stories  -  -  countries  that  had  risen  out  of 
poverty  and  no  longer  needed  foreign  assistemce.   While  some 
countries  did  "graduate"  from  foreign  assistance  in  the  1960s, 
almost  none  have  in  the  past  20  years.   We  need  to  ask,  where 
did  we  go  wrong  and  how  can  we  do  better? 

I  understand  that  these  questions  are  broad,  and  in  some 
ways,  difficult.   I  believe,  however,  that  they  go  to  the  core 
of  our  development  assistance  strategy  and  policies.   I  hope 
that  you  will  try  to  answer  them  as  fully  and  creatively  as 
possible,  so  that  we  cam  continue  this  discussion  in  person  in 
the  future . 

MR.  ATWOOD:   This  is  indeed  a  broad  question,  and  1  hope 
you'll  forgive  me  if  I  simply  suggest  several  partial  answers. 

First,  the  fact  that  few  countries  have  managed  to  match 
the  pace  set  by  Korea,  Taiwan,  and  the  other  newly 
industrialized  countries  should  not  obscure  the  fact  that  many 
have  achieved  very  impressive  growth  rates  when  viewed  in 
historical  perspective,  where  stagnation  was  the  norm.   I  would 
include  in  this  a  number  of  countries  noted  for  their  slow 
growth,  like  India,  along  with  the  Thailands  and  others  that 
have  achieved  more  impressive  growth  rates.   Health,  nutrition, 
and  education  statistics  confirm  that  many  countries  have 
achieved  substantial  gains  in  the  past  three  decades .   Others 
have  not,  and  remain  at  income  levels  that  suggest  little  if  any 
progress.   In  most  if  not  all  of  these  latter  countries,  the 
policy  environment  has  played  a  major  role  in  their  failure  to 
achieve  sustainable  development. 
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Second,  whether  or  not  countries  "graduate"  from 
assistance  partly  depends  on  whether  donors  are  willing  to 
graduate  them.   Several  A.I .D. -assisted  countries  have  reached 
per  capita  income  levels  similar  to  those  at  which  Korea 
graduated  from  A.I.D.  assistance,  and  at  which  the  program  in 
Brazil  was  radically  scaled  back.   Continued  funding  to  these 
countries  largely  reflects  foreign  policy  judgments. 

With  these  asides,  I  would  certainly  agree  with  the 
overall  implication  of  your  question  that  too  little  has  been 
achieved  with  the  donor  resources  provided  over  the  past  35 
years,  particularly  during  the  earlier  part  of  that  period.   In 
some  cases,  donor  resources  made  the  situation  worse  -- 
supporting  the  development  of  public  enterprises,  agricultural 
marketing  boards,  development  banks,  and  other  institutions  that 
have  imposed  a  net  burden  on  development  and  yet  proven  very 
difficult  to  remove.   In  many  other  cases,  assistance  was 
provided  with  insufficient  attention  to  whether  the  policy 
environment  of  the  recipient  country  was  good  enough  to  support 
the  productive  use  of  assistance,  and  with  insufficient 
attention  to  the  potential  for  foreign  assistance  to  leverage 
policy  reforms.   Such  inattention  to  the  policy  environment  has 
not  completely  disappeared  among  the  donor  community,  but  is 
fading  quickly.   I  can  say  with  considerable  confidence  that 
A.I.D.  staff  at  all  levels  are  firmly  convinced  of  the  strong 
linkage  between  the  policy  environment  and  economic  growth,  and 
are  actively  working  to  use  this  linkage  to  strengthen  the 
effectiveness  of  A.I.D. 's  assistance  programs. 

I  would  welcome  the  opportunity  to  explore  these  issues 
with  you  more  fully  in  person. 

POPULATION 

SENATOR  MACK:  I  am  interested  in  a  statement  you  made  in 
testimony  before  the  Senate  Foreign  Relations  Committee  at  your 
confirmation  hearing.   Maybe  you  could  clarify  it  for  me: 

"The  world' s  environment  and  natural  resource  base  are 
already  sorely  strained  by  the  demands  of  over  five  billion 
people.   If  the  world's  population  reaches  12  or  13  billion,  as 
projected  within  the  next  50  years,  the  consequences  are  both 
predictable  and  catastrophic.   Most  importantly,  though,  is  the 
fact  that  those  consequences  can  be  prevented  if  we  act  now." 

What  do  you  mean  when  you  say  that  the  consequences  of 
reaching  this  population  level  would  be  "catastrophic"? 

MR.  ATWOOD:   Many  of  the  problems  created  by  population 
growth  result  from  its  uneven  distribution  among  countries; 
population  growth  tends  to  be  most  rapid  in  those  countries 
least  able  to  deal  with  its  consequences.   Particularly  in  Sub- 
Saharan  Africa  but  also  in  low- income  countries  in  Latin 
America,  Asia,  and  the  Near  East,  rapid  population  growth  in 
societies  heavily  dependent  on  agriculture  has  contributed  to 
slow  and  often  negative  growth  in  per -capita  incomes. 
Population  pressure  on  existing  farmland  has  resulted  in  heavy 
deforestation  in  many  areas,  often  leading  in  turn  to  soil 
erosion  and  the  permanent  loss  of  area  to  either  crops  or 
forests  after  a  few  years.   Processes  like  this  exert  severe 
downward  pressure  on  rural  incomes,  encouraging  migration  into 
cities  at  rates  that  challenge  local  abilities  to  provide  needed 
infrastructure  and  basic  public  services.   In  other  cases, 
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declining  real  incomes  --  exacerbated  by  population  pressure  -- 
stimulate  heavy  inter-regional  and  international  migration, 
which  can  set  the  stage  for  violent  ethnic,  religious,  and 
political  conflicts.   These  can  certainly  be  catastrophic  for 
those  directly  involved,  and  in  a  world  in  which  sophisticated 
weapons  seem  to  be  increasingly  available,  the  likelihood  that 
these  conflicts  could  spread  internationally  should  not  be 
ignored. 

In  addition  to  the  potential  for  regional  or  international 
catastrophe,  high  fertility  has  a  number  of  very  serious,  if  not 
catastrophic  implications  at  the  individual  family  level.  These 
include  large  numbers  of  high-risk  births  (250  thousand  maternal 
deaths  annually) ,  high  levels  of  unwanted  or  mistimed  births 
(nearly  30  million  annually) ,  and  high  levels  of  c±)ortions  (over 
25  million  annually) . 

SENATOR  MACK:   Do  you  believe  that  the  world  cannot 
sustain  12  or  13  billion  people?   If  not,  what  population  can 
the  world  sustain  without  "catastrophic"  consequences? 

MR.  ATWOOD:  The  issue  may  not  be  whether  the  world  can 
sustain  12  or  13  billion  people;  but  rather  what  will  be  the 
quality  of  life  at  this  level,  and  what  will  be  the  costs  to  our 
descendants? 

The  increasing  demand  for  food  will  challenge  the  world's 
capacity  for  sustained  agricultural  production  to  meet  this 
demand.   The  biggest  demographic  transition  of  the  21st  century- 
will  be  urbanization.   Cities  such  as  Sao  Paulo,  Mexico  City, 
New  Delhi,  Karachi  and  Lagos  are  growing  at  more  than  4% 
annually  --  and  will  double  in  size  in  less  than  20  years.   The 
infrastructure  needs  of  these  mega-cities  will  overburden 
governments  and  the  crowding  of  the  populations  will  make  it 
more  difficult  to  improve  or  even  maintain  the  present  quality 
of  life.   Most  countries  have  been  able  to  keep  pace  with 
growing  numbers  of  children  entering  school,  but  they  have  done 
so  at  the  expense  of  schooling  quality. 

We  can  certainly  say  that  there  will  be  a  significantly 
higher  risk  of  triggering  economic,  social  and  environmental 
crises  in  a  world  of  12-13  billion  people  than  there  will  be  in 
a  world  of  9  to  10  billion  people.   However,  the  ramifications 
of  a  world  population  of  12-13  billion  people  will  not  be  the 
same  all  over  the  world.   They  will  be  felt  most  keenly  in  those 
countries  which  are  least  able  to  cope  with  such  large  numbers 
and  in  those  areas  where  the  natural  resource  base  is  most 
fragile  or  already  over  degraded. 

FOOD  PRODUCTION 

SENATOR  MACK:   Is  it  true  that  world  food  production  has 
continually  outpaced  population  growth?   Is  there  any  reason  to 
expect  that  food  production  will  not  continue  to  increase  while 
the  population  growth  rate  continues  to  decline? 

MR.  ATWOOD:   While  total  world  food  production  has 
outpaced  total  world  population  growth,  there  are  significant 
differences  simong  countries  that  illustrate  the  danger  of 
complacency  based  on  past  performance.   During  the  1980s  food 
production  failed  to  keep  pace  with  population  growth  in  two- 
thirds  of  developing  counties.   In  Africa,  per  capita  food 
availability  has  declined  20  percent  since  1964  .   Population 
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growth  in  Africa  is  expected  to  continue  to  exceed  2.9  percent 
per  year  until  the  end  of  the  century,  but  food  production  will 
increase  by  less  than  2  percent  per  year  cind  the  World  Beuik 
estimates  that  the  current  food  shortage  of  12  million  tons  will 
increase  to  250  million  tons  by  2020. 

There  are  reasons  to  be  concerned  about  the  ability  of 
food  production  to  keep  up  with  demand.   Even  if  the  population 
growth  rate  continues  to  decline  from  the  current  growth  rate  of 
about  1.7  percent  to  about  l.l  percent,  by  the  year  2020  the 
global  population  will  be  8  billion.   Assuming  modest  increases 
in  Btamdards  of  living,  demand  for  food  will  continue  to  grow  at 
3  percent  per  year  until  well  into  the  next  century,  resulting 
in  a  doubling  of  demand  for  food  before  2020.   The  "green 
revolution"  of  the  nineteen  sixties  amd  seventies  has  staved-off 
but  not  solved  the  problem  of  a  gap  between  food  production  and 
demand.   The  "green  revolution"  based  on  fertilizer-responsive 
crop  varieties  combined  with  the  expansion  of  cultivated  land, 
increases  in  cropping  intensity,  and  infrastructure  investments 
resulted  in  an  overall  expansion  of  food  production  sufficient 
to  meet  global  food  demauids .   The  complexity  of  new  problems 
associated  with  sustainable  intensified  production  (such  as  soil 
toxicity  and  environmental  degradation) ,  the  very  limited 
possibilities  for  expansion  of  cultivated  land  without  serious 
environmental  impacts,  and  the  lack  of  technological 
breakthroughs  to  improve  the  productivity  of  land,  labor,  water, 
chemical  inputs,  etc.,  means  that  this  will  be  a  continuing 
challenge  for  those  of  us  concerned  about  development  including 
developing  country  governments. 

POPULATION 

SENATOR  MACK:   "...  population  management  programs  have 
demonstrated  little  effectiveness  in  countries  with  low  income 
levels  and  real  food  scarcity.   Where  incomes  are  lowest  and 
food  is  scarcest,  birth  rates  tend  to  be  high.   Birth  rates 
generally  don't  decline  until  after  per  capita  incomes  rise." 
(From  Global  Food  Progress  1991,  by  Dennis  Avery,  Hudson 
Institute)   Do  you  disagree  with  that  assessment? 

MR.  ATWOOD:   During  the  1970s  there  was  contentious  debate 
over  the  relative  contributions  of  family  planning  and  economic 
development  to  fertility  decline.   There  is  a  general  agreement 
today  that  both  exert  independent  and  synergistic  effects  on 
fertility.   Bangladesh  is  a  good  example  of  a  country  where 
substantial  progress  has  been  made  in  reducing  fertility  in  the 
absence  of  either  a  high  level  of  socio-economic  development  or 
significant  socio-economic  improvement.   On  the  other  hand,  in 
many  poor  African  countries  fertility  is  in  the  range  of  6-7, 
with  no  meaningful  declining  trend  so  far. 

Family  planning  services  are  a  necessary  component  of  a 
population  strategy.   However,  other  things  such  as  education, 
the  status  of  women,  child  survival,  income  and  employment 
influence  decision-making  about  spacing  and  limiting  births  and 
the  motivation  to  act  on  these  decisions  by  practicing  family 
planning.   Therefore,  it  is  importaint  that  our  overall  strategy 
for  population  reflect  all  of  these  factors,  which  are  mutually 
reinforcing. 
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QUESTIONS  SUBMITTED  BY  SENATOR  MARK  HATFIELD 

BASIC  EDUCATION 

SENATOR  HATFIELD:   Quoting  from  a  recent  report  on  basic 
education  in  developing  countries,  I  note  that  "two  out  of  every 
three  adults  in  the  poorest  developing  countries  lack  basic 
literacy  and  numeracy  skills  --  and  thus  the  skills  to  become 
productive  workers,  learn  about  good  health  and  family  planning, 
protect  the  environment  and  support  democratic  forms  of 
government."   Given  that  basic  education  seems  to  cut  across  all 
these  important  global  issues  and  given  that  Congress  has,  in 
the  past  directed  previous  administrations  to  place  emphasis  on 
basic  education  through  an  earmark,  could  you  please  tell  the 
committee  what  this  Administration's  policy  will  be  toward  basic 
education.   Will  it  be  a  priority  and  with  what  level  of  funding 
to  you  propose  to  support  it  in  the  absence  of  an  earmark? 

MR.  ATWOOD:   Basic  education  will  continue  to  be  a 
priority,  both  within  the  overall  emphasis  on  human  resources 
development  for  economic  growth  and  as  part  of  the  strategies 
for  addressing  other  global  challenges,  including  improving 
health  and  increasing  the  demand  for  family  planning,  protecting 
the  environment  and  supporting  democratic  forms  of  government. 
Our  FY  1994  budget  assumes  a  program  level  of  $125  to  $135 
million  for  basic  education  progrcuns  and  I  hope  we  will  be  able 
to  meet  that  target;  but,  a  lot  will  depend  on  the  final 
appropriation  we  receive  from  Congress  for  FY  1994  . 

SENATOR  HATFIELD:   Within  my  concern  for  basic  education, 
it  is  also  my  concern  that  women  in  developing  countries 
comprise  a  disproportionately  high  percentage  of  the  poor  and 
uneducated.   And  yet  women,  when  educated,  contribute  more  to 
the  economy,  marry  later,  have  fewer  children  and  are  more 
knowledgeable  about  health  issues  and  the  operation  of  their 
government.   Given  the  positive  impact  of  educated  women  on 
development,  will  the  basic  education  of  young  women  and  girls 
be  a  priority  of  A.I.D.  in  developing  countries? 

MR.  ATWOOD:   Yes,  it  certainly  will  be  a  priority. 
Raising  the  education  levels  of  women  is  essential  to  the 
achievement  of  development  objectives,  however  defined,  and  is 
one  of  the  most  cost-effective  uses  of  development  resources. 
All  of  the  basic  education  programs  supported  by  A.I.D.  include 
strategies  to  ensure  that  girls  and  women  participate  and 
benefit  at  least  equally.   We  are  actively  considering  ways  to 
give  increased  attention  to  the  education  of  girls  and  women. 

SENATOR  HATFIELD:   When  discussing  the  possible  creation 
of  a  global  issues  office  in  a  re-organized  A.I.D.,  you  have 
often  mentioned  environment,  population  and  democratization  as 
important  global  issues.   Under  your  leadership,  where  will 
education  fit  as  a  priority  in  a  potential  global  issues  office 
and  will  there  be  an  education  office  as  there  has  been  in  the 
past? 

MR.  ATWOOD:   We  are  committed  to  continuing  investments  in 
education  as  an  important  component  of  our  sustainable 
development  strategy.   Investments  in  education  typically  yield 
high  economic  returns  and  reinforce  both  institutional  changes 
and  changes  in  individual  behavior  and  productivity  in  each 
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field  of  development  investment.   Better  educated  women  have 
fewer  children,  and  their  children  are  usually  healthier  and 
live  longer.   Education  is  also  necessary  for  a  democratic 
society  to  function  properly.   In  short,  rising  education  levels 
improve  human  welfare  and  are  essential  to  sustainable 
development . 

I  cun  now  in  the  process  of  looking  at  how  A.I.D.  can  best 
be  organized  to  meet  the  sustainable  development  challenges  we 
face.   I  am  looking  at  a  variety  of  organizational  alternatives 
and  I  have  not  made  any  final  decisions.   Whatever 
organizational  arrangements  we  settle  on,  I  can  assure  you  that 
education  will  continue  to  be  a  significant  priority  for  A.I.D. 

SENATOR  HATFIELD :   There  appears  to  be  a  growing  demand 
for  the  United  States,  other  developed  countries  and  the  World 
Food  Progreun  to  meet  the  need  of  starving  populations  around  the 
world,  yet  reports  show  that  farmers  with  just  four  years  of 
education  are  9%  more  productive  than  farmers  with  no  education. 
Would  not  aui  emphasis  on  basic  education  also  yield  greater 
results  in  agricultural  production  in  developing  countries  over 
time? 

MR.  ATWCXJD:   I  agree  that  raising  education  levels  in 
rural  areas  is  essential,  both  to  improving  agricultural 
productivity  and  to  improving  the  quality  of  life  for  rural 
people.   Much  of  the  research  cited  in  these  studies  is  based  on 
the  experience  of  countries  in  which  A.I.D.  has  helped  to  raise 
education  levels  over  the  past  three  decades.   The  experience  in 
the  United  States  affirms  that  investments  in  education  for 
rural  children  have  been  a  critical  factor  both  in  raising 
agricultural  productivity  and  helping  rural  economies  diversify 
and  in  ensuring  that  the  children  of  farm  families  have  the 
fullest  possible  opportunity  to  follow  career  paths  that  may 
take  them  far  from  home,  and  into  fields  not  foreseeable  from 
the  farm  gate . 

SENATOR  HATFIELD:   In  previous  testimony  and  statements 
you  have  said  that  foreign  assistance  helps  create  American  jobs 
and  that  developing  countries  constitute  the  fastest  growing 
market  for  U.S.  exports.   You  have  also  noted  that  by  generating 
sustained  economic  growth  in  developing  countries,  we  are  laying 
the  foundation  for  U.S.  export  growth  and  more  American  jobs. 
In  order  for  this  to  take  place,  will  not  the  populations  of 
these  countries  need  a  basic  education  in  order  to  be  productive 
and  competitive  in  a  modern  economy?  Won't  our  foreign 
assistance  have  less  impact  if  we're  communicating  with  people 
who  can't  read  or  write  and  don't  have  the  skills  to  sustain 
what  we  teach  them  and  continue  to  learn  and  grow  after  we 
leave? 

MR.  ATWOOD:   You  are  correct.   As  countries  raise  their 
education  levels,  their  economies  can  be  expected  to  grow,  their 
need  for  access  to  technology  and  to  trading  and  investment 
partners  can  be  expected  to  grow,  and  the  political  and  economic 
climate  for  investment  and  trade  can  be  expected  to  improve. 
Over  time,  our  business  community,  organizations,  institutions 
and  individuals  in  the  United  States  should  be  able  to  increase 
their  communication  and  exchange  with  new  partners  in  these 
countries . 

We  will  continue  to  encourage  countries  to  make  investment 
in  people  one  of  their  investment  priorities,  and  will  help  them 
do  so  where  necessary.   This  is  good  development  strategy  and  is 
in  the  long-term  interest  of  our  country  as  well  as  of  the 
countries  and  peoples  which  we  assist. 
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SUBCOMMITTEE  RECESS 


Senator  Leahy.  The  subcommittee  will  stand  in  recess  until  2:30 
p.m.,  Tuesday,  June  8,  when  we  will  hear  from  Tim  Wirth  of  the 
Department  of  State. 

[Whereupon,  at  11:10  a.m.,  Wednesday,  May  26,  the  subcommit- 
tee was  recessed,  to  reconvene  at  10  a.m.,  Friday,  June  11.] 


FOREIGN  OPERATIONS,  EXPORT  FINANCING, 
AND  RELATED  PROGRAMS  APPROPRIA- 
TIONS FOR  FISCAL  YEAR  1994 


FRffiAY,  JUNE  11,  1993 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  10:20  a.m.,  in  room  SD-138,  Dirksen 
Senate  Office  Building,  Hon.  Patrick  J.  Leahy  (chairman)  presid- 
ing. 

Present:  Senator  Leahy. 

DEPARTMENT  OF  STATE 
STATEMENT  OF  TIMOTHY  E.  WIRTH,  COUNSELOR 

OPENING  statement  OF  SENATOR  LEAHY 

Senator  Leahy.  Good  morning,  I  am  pleased  to  welcome  Timothy 
Wirth,  Counselor  of  the  State  Department,  eventually  to  be  Under 
Secretary  of  State  for  Global  Affairs. 

It  is  a  particular  pleasure  because  Tim  and  I  did  serve  together 
in  the  Senate  for  many,  many  years  and  worked  as  allies  on  a  lot 
of  the  issues  that  we  are  now  going  to  be  working  together  on 
through  this  committee  and  your  office. 

I  congratulate  you  and,  again,  congratulate  the  President  in  ap- 
pointing you  to  this  position.  I  have  long  argued  that  a  foreign  aid 
program  should  give  priority  to  addressing  global  challenges  to  our 
national  well  being,  like  undemocratic  governments,  runaway  pop- 
ulation growth,  narcotics  trafficking,  environmental  degradation, 
poverty,  and  communicable  diseases  like  AIDS. 

I  mention  all  of  these  issues  because  Tim  Wirth  was  a  leader  on 
so  many  of  them  in  the  Senate,  and  his  coming  on  board  to  coordi- 
nate and  energize  the  administration  policies  is  a  good  sign. 

The  end  of  the  cold  war  has  given  us  the  opportunity  and  the  re- 
sponsibility to  tackle  these  urgent,  complex,  global  problems.  I 
haven't  found  many  people  who  are  great  fans  of  foreign  aid,  but 
I  wonder  how  our  children  and  grandchildren  are  going  to  feel  a 
decade  from  now  if  there  are  three  times  as  many  people  fighting 
over  the  world's  limited  natural  resources.  If  our  children  have  to 
pay  tomorrow  instead  of  us  taking  action  today,  the  costs  are  going 
to  be  a  lot  greater. 

The  world  needs  a  leader.  And  the  United  States  is  the  only 
country  with  the  human  and  economic  resources  to  fill  that  role. 
The  State  Department's  Under  Secretary  of  Global  Affairs  is  going 
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to  put  the  spotlight  on  these  issues  like  never  before.  And  I  intend 
to  work  closely  with  you  on  that. 

A  couple  of  issues  I  would  like  to  mention  are  democracy  and 
human  rights.  We  have  a  long  history  with  these  issues.  One  exam- 
ple is  that  in  the  defense  of  democracy  we  gave  aid  to  corrupt  and 
ruthless  dictators  whose  only  redeeming  feature  was  that  they 
were  anti-Communist. 

We  talked  about  democracy.  We  talked  about  human  rights,  but 
our  actions  often  fell  far  short.  Whatever  short  run  gains  we  got, 
usually  questionable,  were  bad  policy  in  the  long  run. 

One  obvious  example  is  Somalia.  We  had  a  botched  policy  of  sup- 
porting a  dictator  simply  because  he  said,  "Well,  this  year  I  will  be 
pro-American." 

The  President  and  the  Secretary  of  State  have  declared  that  pro- 
moting democracy  and  human  rights  will  be  a  central  goal  in  this 
administration's  foreign  policy.  I  applaud  that. 

We  also  know,  though,  that  the  policy  in  general  is  easy.  When 
it  comes  to  some  of  the  particulars,  it  gets  very,  very  difficult.  I  am 
concerned  that  the  administration  has  been  slow  to  get  full  control 
of  the  bureaucracy  because  in  many,  many  areas  other  than  in  the 
rhetoric,  I  have  not  seen  a  marked  difference  between  this  adminis- 
tration's performance  in  this  area  and  that  of  previous  ones. 

And,  I  think,  turning  rhetoric  into  reality — giving  real  prioritv  to 
democracy  and  human  rights — is  going  to  be  your  toughest  chal- 
lenge. 

The  second  major  area  of  concern  is  population.  We  have  been 
through  a  difficult  period.  Just  before  we  started,  Tim  Wirth  and 
I  were  talking  about  how  we've  had  to  fight  on  population  issues 
on  the  floor  over  and  over  and  over  again,  because  we  usually  had 
an  administration  that  fought  us  all  the  way  on  that. 

I  think  the  United  States  has  to  get  back  into  the  leadership  po- 
sition it  once  held  on  international  population  activities.  I  know 
you  share  my  sense  of  urgency  in  this.  And  we  need  you  to  make 
sure  an  administration  that  has  said  that  they  are  sympathetic  to 
the  same  thing.s  you  and  I  fought  for  on  the  floor  for  years  will  now 
focus  on  it. 

I  do  not  envy  the  broad  portfolio  that  you  have.  I  do  not  know 
how  any  human  being  could  possibly  keep  track  of  all  the  different 
things  you  have.  And  we  should  probably  spend  time  outside  of  this 
hearing  to  discuss  some  of  the  areas  where  your  top  priorities  will 
have  to  be  so  that  we  can  help  you,  and  you  can  help  us. 

And  with  that,  I  am  delighted  to  see  you. 

SUMMARY  STATEMENT  OF  TIMOTHY  WIRTH 

Mr.  Wirth.  Well,  Mr.  Chairman,  thank  you  very  much.  I  am  so 
pleased  to  be  here  and  to  have  the  opportunity  and  the  assignment 
to  work  with  you  and  the  committee  and  the  Senate  on  the  dra- 
matic changes  that  we  do  need  in  the  direction  of  American  foreign 
policy  in  the  post-cold  war  world. 

I  have  said  on  any  number  of  occasions  that  we  have  never  had 
a  better  environment  on  Capitol  Hill  in  terms  of  the  leadership  on 
the  Hill  for  making  these  very  changes.  We  look  at  the  leadership 
of  this  subcommittee.  Senator  McConnell,  the  leadership  of  Senator 
Rollings. 
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We  look  at  the  leadership  on  the  House  side,  and  it  is  very,  very 
clear--Senator  Pell.  It  is  very,  very  clear  that  there  are  kindred 
spirits  on  both  sides  of  the  aisle  who  want  to  make  this  set  of 
changes. 

And  we  are  very  eager  to  work  with  you  and  think  that  there  is 
a  real  synergism  here  that,  together  with  the  new  leadership  of  the 
Department,  and  the  leadership  on  the  Hill,  we  can,  in  fact,  make 
these  changes. 

And  this  is  a  bit  like  I  have  said  on  a  number  of  occasions,  a 
freighter  moving  through  the  water.  And  to  move  us  away  from  50 
years  of  cold  war  momentum  to  a  new  set  of  priorities  becomes  the 
great  challenge  that  we  face. 

I  have,  this  morning,  really,  two  statements  for  the  committee. 
If  I  might  have  both  of  those  be  put  in  the  record,  I  will  spare  you 
their  extraordinarily  sound  and  exciting  rhetoric,  because  you  have 
a  long  weekend  ahead  and  I  do  not  want  to  exhaust  you  early. 

Senator  Leahy.  You  want  me  to  spend  the  weekend  reading. 

Mr.  WiRTH.  No;  I  just  do  not  want  you  to  be  so  thrilled  by  those 
that  I  did  not  want  to  leave  you  tired  before  being  able  to  go  to 
the  great  beautiful  State  of  Vermont. 

One  of  those,  the  first,  is  a,  I  would  say,  a  relatively  traditional 
defense  of  the  budget,  taking  the  budget  and  putting  it  in  the  con- 
text of  the  policies  framed  by  the  administration. 

The  second  statement,  Mr.  Chairman,  is  really  an  opportunities 
budget,  in  which  I  attempt  to  outline  just  what  you  were  saying  in 
your  opening  statements  in  some  greater  detail.  What  are  the  new 
challenges  that  we  face?  What  are  the  opportunities  that  we  have? 
And  what  might  be  the  opportunities  forgone,  if  we  do  not  take  ad- 
vantage of  those? 

You  mentioned  population.  We  missed  an  enormous  opportunity 
over  the  last  12  years  in  aggressively  addressing  the  population 
issue.  We  now  have  on  the  Earth  the  largest  child-bearing  cadre 
in  the  history  of  the  globe. 

And  that  is  going  to  dramatically  increase  population  in  the  first 
and  second  decades  of  the  21st  century.  That,  in  turn,  is  going  to 
have  implications  for  2030  and  2040.  The  multiplication  in  all  of 
this  is  absolutely  extraordinary  and  that  means  that  we  have  both 
opportunities  and  responsibility. 

To  pick  up  further  on  the  population  theme,  as  you  know,  this 
administration  has  dramatically  changed  the  direction  of  U.S.  pol- 
icy toward  population.  The  President  did  that  in  his  first  or  second 
day  in  office  by  reversing  Mexico  City  and  a  series  of  other  pro- 
grams. 

We  most  dramatically  did  that,  Mr.  Chairman,  in  the  United  Na- 
tions 3  weeks  ago  in  the  meeting  on  Cairo  in  which  we,  in  a  com- 
prehensive fashion,  laid  out  what  I  think  is  the  first  broad  sketch 
of  U.S.  population  policy. 

I  cannot  tell  you  how  warmly  that  was  received  by  nations  all 
over  the  world.  It  was  a  remarkable  time  to  have  the  United  States 
presentation  interrupted  on  the  floor  of  the  United  Nations  by  ap- 

glause,  and  then  at  the  end  have  sustained  applause  with  this 
road  and  just  remarkable  gratitude,  in  a  sense,  that  the  United 
States  has  once  again  picked  up  its  responsibilities,  and  once  again 
reflected  its  willingness  to  lead. 


582 

The  budget  this  year — the  administration  has  requested  an  in- 
crease, as  you  know,  from  $100  million  overall  for  population, 
bringing  our  level  up  to,  I  believe,  $520  million.  I  think  that  we 
have  a  long  way  to  go. 

We  have  talked  about  that  before  in  terms  of  how  do  we  get  this 
up  to  a  point  where  we  can  reach  our  goal,  Mr.  Chairman,  of  pro- 
viding family  planning  services  to  all  families  in  the  world  who 
want  those  services,  and  to  broaden  the  definition  of  family  plan- 
ning. We  are  working  very  closely  with  Brian  Atwood,  who  is  really 
taking  hold  of  AID  and  doing  an  absolutely  wonderful  job  of 
redirecting  AID,  as  well,  toward  these  new  priorities. 

Population  gives  me  some  opportunity  to  jump  off  onto  the  new 
priorities  that  we  have  been  asked  to  direct  and  which  are  the  pri- 
orities of  the  President  and  Secretary  Christopher.  They  are,  as 
you  know,  population,  environment,  sustainable  development,  and 
democracy. 

And  those  I  am  not  listing  in  any  order,  other  than  to  say  that 
those  are  the  top  priorities  of  this  administration  in  terms  of  what 
our  new  foreign  policy  ought  to  be.  We  very  much  hope  that  our 
budget  continues  to  evolve  to  reflect  those  priorities. 

You  mentioned  the  extremely  difficult  task  of  democracy  and  de- 
mocracy building,  and  how  that  closely  relates  to  human  rights.  We 
have  been  asked  to  put  together  a  new  unit  on  democracy  and  are 
in  the  process  of  doing  so. 

We  have,  as  you  know,  a  reorganization  plan  in  front  of  the  Con- 
gress now.  And  that  will  be,  we  hope,  part  of  an  authorization  bill 
this  year  which  will  provide  us  with  the  opportunity  to  combine  a 
variety  of  units. 

One  of  the  most  important  combinations  is  the  linkage  of  human 
rights  and  democracy.  We  hope  that  the  synergism  we  develop 
there  will  also  be  very  helpful  to  us  as  we  look  at  crucial  issues 
and  nationalities,  conflict,  resolution,  and  threatened  democracies 
around  the  world. 

Related  to  that  is  the  issue  of  countemarcotics.  You  and  I  have 
had  a  number  of  discussions  on  that  front  and  will  continue  to  have 
other  ones.  It  is,  we  believe,  extremely  important  for  us  to  under- 
stand out  of  the  drug  wars  of  the  last  decade,  what  has  worked, 
and  what  has  not  worked,  to  eliminate  those  programs  that  have 
not  worked,  to  strengthen  those  programs  which  have  worked. 

And  as  I  have  said  on  a  number  of  occasions,  as  well,  and  in  con- 
versations with  you,  I  think  it  is  important  to,  perhaps,  look  at 
those  countemarcotic  strategies  in  three  clumps. 

First,  what  happens  domestically?  Second,  what  happens  in  a 
interdiction  strategy  between  source  countries  and  the  United 
States?  And  third,  what  happens  within  those  source  countries  or 
host  countries? 

I  think  we  in  the  administration  will  be  developing  a  strategy 
that  puts  a  much  greater  emphasis  on  demand  in  the  United 
States.  We  have  all  talked  about  that.  And  that,  very  clearly,  will 
be  bedrock  fundamental  to  U.S.  countemarcotics  policy. 

I  think  there  will  be  much  less  emphasis  placed  on  the  interdic- 
tion activities  that  have  cost  a  great  deal  of  money  and  which  en- 
gage a  large  part  of  our  effort  in  various  agencies  in  the  U.S.  Gov- 
ernment. That  has  not  proved  to  be  as  effective  as  had  been  hoped. 
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We  hope  to  continue  and  learn  from  past  successes  on  what  can 
be  done  in  the  source  countries  and  the  host  countries.  I  cite,  in 

f)articular,   our  experiences   in   the  Andean   areas   and  what  we 
earned  from  those,  as  to  what  worked.  And  now  we  expand  those 
into  Central  America  and  Mexico. 

The  Bolivian  example  is  a  very  good  one,  where  our  experiences 
in  Bolivia  have  been,  for  the  most  part,  positive.  Case  studies  there 
of  working  carefully  with  the  Bolivian  Government  in  helping  to 
change  and  strengthen  the  institutions  of  that  Government  have 
been  extremely  important. 

We  have  also  had  very  noted  successes  in  Colombia.  We  look  at 
the  breakup  of  the  Medellin  cartel  first,  and  now  the  major  joint 
efforts  going  on  related  to  Call  cartel  and  the  extraordinary  impor- 
tance that  the  political  leadership  in  Colombia,  and  the  economic 
leadership  places  on  the  strengthening  of  a  partnership  of  the  Unit- 
ed States. 

We  have  had  extensive  conversations  with  the  Colombians  and 
will  continue  to  do  so.  In  fact,  the  Colombian  foreign  minister  and 
I  will  be  meeting  again  in  Vienna,  at  the  time  of  the  U.N.  Human 
Rights  Conference  next  week,  and  are  together  going  to  the  U.N. 
drug  control  program  for  the  purpose  of  symbolically  stating  the 
importance  of  the  linkage  between  the  United  States  and  efforts 
made  in  South  America. 

We  are  concerned,  as  well,  Mr.  Chairman,  that  if  we  do  not 
strengthen  these  efforts,  we  are  going  to  see  major  problems  for  us 
in  related  issues  in  Central  America.  As  the  United  States'  and 
international  and  financial  institutions  pull  out  certain  kinds  of 
support  in  Central  America  that  will  leave  a  vacuum. 

And  we  are  very  worried  that  a  great  deal  of  drug  money  is  going 
to  move  into  that  vacuum  and  create  major  problems  in  those 
fledging  democracies. 

Finally,  related  to  this,  we  believe  that  there  are  very,  very 
strong  and  successful  programs  being  developed  between  the  Unit- 
ed States  and  the  Cxovemment  of  Mexico  over  the  last  number  of 
years. 

These  are  increasingly  important  as  we  move  toward  the  NAFTA 
and  the  consummation,  we  hope,  of  NAFTA,  that  those  joint  pro- 
grams between  the  United  States  and  Mexico  on  drug  demand  on 
both  sides  of  the  border  and  on  drug  trafficking  on  both  sides  of 
the  border,  that  we  continue  those  efforts  and  strengthen  those, 
and,  again,  learn  from  what  we  have  done  in  the  past. 

That  countemarcotics  strategy  changed  from  the  past,  learning 
from  what  we  did  well,  and  eliminating  that  which  we  did  not  do, 
strengthening  those  programs  which  we  have  learned  work  is  very 
important,  particularly  in  this  hemisphere,  to  our  efforts  related  to 
democracy  and  human  rights. 

Finally,  two  quick  notes  on  the  environment  and  refugees,  if  I 
may.  We  greatly  appreciate  the  continuing  and  strong  support  of 
the  Congress  for  the  refugee  program.  And  that,  you  will  notice 
that  our  request  that  has  increased  a  little  less  than  $700  million 
for  refugee  programs. 

I  am  not  here  to  tell  you  that  I  believe  that  that  is  going  to  be 
adequate  over  the  next  iy2  years,  I  think  that  if  we  look  at  the 
problems  in  Bosnia  and  we  look  at  emerging  problems  elsewhere, 
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I  think  it  is  probably  fair  to  say  that  even  if  we  see  getting  from 
European  governments  contributions  related  to  the  tremendous  hu- 
manitarian and  refugee  needs  in  Bosnia  and  all  the  areas  of  former 
Yugoslavia,  the  demands  are  going  to  be  tremendous. 

We  have  appointed  Ambassador  Warren  Zimmermann,  who  runs 
the  refugee  program,  has  been  designated  by  Secretary  Christopher 
as  a  special  envoy  to  work  with  the  European  Community  on  mak- 
ing sure  that  we  are  all  working  long  term  on  these  food  needs  so 
that  we  can  do  them  in  the  most  efficient  way  possible  and  we  can 
really  increase  very  sharply  our  capacity  and  our  information  to 
understand  what  those  needs  are  going  to  be,  to  anticipate  those, 
so  we  can  meet  them. 

And  it  is,  as  you  know,  a  dreadful  situation.  And  we  think  it  is 
going  to  be  one  that  is  going  to  affect  all  of  us  in  the  coming  year 
very  significantly. 

Finally,  on  the  environment,  Brian  Atwood  at  AID  at  the  urging 
of  our  office,  we  are  moving  very  carefully  toward  a  sustainable  de- 
velopment strategy.  Brian  has  committed  to  that  as  a  top  priority 
of  the  environmental  program  within  AID.  We  are  also  committed 
to  that  in  other  programs  in  the  administration. 

I  am  pleased  to  again  point  out  that  the  administration  has 
sharply  reversed  programs  from  the  past  on  the  environment.  We 
have  not  only  put  great  emphasis  on  the  global  climate  change 
treaty,  but  have  agreed  to  the  goal  of  the  1990  levels  of  greenhouse 
gas  emissions  by  the  year  2000,  a  very  important  commitment  by 
the  United  States. 

In  addition,  Ambassador  Albright,  last  Friday,  signed  a 
biodiversity  treaty  in  New  York,  again,  a  very  sharp  change  from 
the  strategy  of  the  previous  administration.  The  greenhouse  gases 
global  warming  treaty  and  the  biodiversity  treaty  are  both  key  ele- 
ments for  any  strategy  toward  the  sustainable  development  on  the 
environment. 

And  we  continue  to  move  in  that  direction.  We  have  strength- 
ened our  capacity  in  the  State  Department,  increased  the  ability, 
clearly  with  Vice  President  Grore's  commitment  in  the  White  House 
and  that  of  other  agencies. 

I  believe,  we  are  well  on  our  way  toward  moving  us  toward  a 
strategy  of  sustainable  development,  but  that  is  not  as  easy  as  it 
sounds,  obviously.  There  are  a  great  number  of  groups  in  the  coun- 
try that  are  accustomed  to  continuing  to  have  government  sub- 
sidies for  their  programs  which  really  run  counter  to  a  strategy  of 
sustainable  development,  but  we  are  moving  in  that  direction,  I 
hope,  one  sure  step  at  a  time. 

Secretary  Babbitt  has  been  absolutely  terrific  on  leadership  for 
the  United  States  reflecting  here  at  home  on  the  sustainable  devel- 
opment commitment  which  we  will  lead  around  the  world. 

PREPARED  STATEMENT 

Let  me  stop  with  that  if  I  might,  Mr.  Chairman.  I  appreciate 
being  able  to  have  the  opportunity  to  more  informally  describe  this 
change  in  American  foreign  policy  and  what  we  are  doing  to  imple- 
ment it  from  democracy,  to  population,  to  the  environment,  and 
sustainable  development. 
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And  we  look  forward  to  working  very  closely  with  you  and  mem- 
bers of  the  committee.  Thank  you  very  much,  Mr.  Chairman. 
[The  statement  follows:] 

Statement  of  Hon.  Timothy  E.  Wirth 

Mr.  Chairman,  members  of  the  committee,  I  appreciate  this  opportunity  to  appear 
before  you  today.  It  is  always  a  pleasure  to  be  with  so  many  respected  former  col- 
leagues. I  look  forward  to  our  discussion  of  some  of  the  critical  foreign  policy  chal- 
lenges facing  our  nation,  and  the  Clinton  Administration's  strategy  for  addressing 
them. 

We  are  shaping  an  American  foreign  policy  in  an  era  of  unprecedented  change 
and  extraordinary  opportunity.  The  President  approaches  this  effort  with  the  convic- 
tion that  our  foreign  policy  cannot  be  divorced  from  the  moral  principles  that  we 
as  Americans  share.  Moreover,  we  believe  that  the  support  of  the  American  people 
for  those  policies  is  essential  to  our  nation's  effectiveness  abroad.  In  todays  world, 
Americans  expect  our  foreign  policy  investments  to  pay  dividends  for  our  economic 
and  seciirity  interests  as  well  as  the  values  that  undergird  oxir  great  nation. 

The  challenges  before  us  appear,  and  indeed  are,  daunting,  but  the  Administra- 
tion looks  forward  to  forging  a  constructive  partnership  with  the  Congress  so  that 
we  may  address  them  together. 

With  the  end  of  the  Cold  War,  the  Administration  has  embarked  on  a  course  of 
redirecting  our  foreign  policy,  refocusing  our  foreign  affairs  budget,  and  reshaping 
our  foreign  policy  institutions.  These  steps  will  enhance  our  abiUtv  to  promote  U.S. 
interests  and  leadership  in  a  new  era  of  international  relations  and  imperatives. 

President  Clinton  and  Secretary  Christopher's  commitment  to  and  vision  for 
change  has  fueled  an  examination  at  the  Department  of  State  of  many  issues  that, 
in  the  context  of  the  Cold  War  gained  limited  notice,  but  that  now  require  sus- 
tained, patient,  and  profound  attention.  I  will  speak  to  you  today  about  our  ap- 
proach to  some  of  the  more  pressing  global  problems  that  cry  out  for  American  lead- 
ership. 

Issues  like  protecting  the  environment,  stabilizing  population,  suppressing  narcot- 
ics trafEicking  and  comoatting  terrorism  are  essential  to  the  well-being  of  Americans 
and  peoples  Qiroughout  the  world  as  we  approach  the  21st  century. 

For  IJ.S.  foreign  policy,  these  issues  have  eluded  the  traditional  confines  of  bilat- 
eral diplomacy.  They  will  require  the  building  of  new  coalitions  and  alliances,  novel 
approaches,  and  new  definitions  of  national  and  international  security. 

We  at  the  Department  of  State  have  sought  to  organize  ourselves  around  this  new 
set  of  challenges.  The  Administration  has  proposed  reorganization  of  the  Depart- 
ment and  corresponding  reconfigurations  at  the  Department  of  Defense,  the  Na- 
tional Security  Council,  the  National  Economic  Council,  the  CIA,  and  the  Agency 
for  International  Development. 

We  seek  to  streamline  the  Department,  to  eliminate  overlapping  jurisdictions,  and 
to  emphasize  new  cross-cutting  priorities.  The  Administration  has  proposed  legisla- 
tion to  implement  this  broad  reorganization  plan.  As  you  know,  under  it,  I  will  be- 
come the  Under  Secretary  for  Global  Affairs,  with  responsibility  for  the  full  range 
of  issues  that  require  global  solutions.  This  will  be  the  first  time  that  this  set  of 
issues  has  received  sustained  attention  at  this  level. 

This  reorganization,  and  the  elevation  of  responsibility  for  global  issues  within  the 
Department  will  enable  us  to  integrate  these  concerns  into  the  core  of  our  foreign 
policy. 

The  fiscal  year  1994  International  Affairs  Budget  also  marks  another  important 
step  toward  meeting  the  new  challenges  that  we  face  abroad.  The  new  budget  pres- 
entation clarifies  the  link  between  budget  decisions  and  policy  objectives.  Permit  me 
to  highlight  a  few  of  the  Administration's  global  priorities. 

PROMOTING  DEMOCRACY 

As  the  world's  oldest  democracy,  the  United  States  knows  well  its  vital  interest 
in  promoting  democracy  and  human  rights  around  the  globe.  By  protecting  basic 
freedoms  worldwide,  we  not  only  rededicate  ourselves  to  the  values  upon  which  our 
nation  was  founded,  but  also  enhance  the  prosperity  and  security  oi  our  own  citi- 
zens. Democracies  offer  the  best  legal  framework  to  defend  human  rights.  Democ- 
racies are  less  likely  to  engage  in  war  with  their  neighbors  or  to  engage  in  such 
destabilizing  activities  as  sponsoring  terrorism.  Democracies  are  more  reliable  part- 
ners in  diplomacy,  trade,  and  in  safeguarding  the  environment.  That  is  why  the  Ad- 
ministration has  proposed  more  than  $2.5  bfllion  in  fianding  for  democracy  building 
programs  in  the  coming  fiscal  year. 
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In  particular,  the  President  and  Secretary  Christopher  have  spoken  covu-ageously 
about  our  nation's  vital  stake  in  supporting  the  democratic  transition  in  the  former 
Soviet  Union.  Building  on  the  President's  commitment  at  the  Vancouver  Summit  to 
help  reinforce  democratic  reforms  in  Russia  and  the  newly  independent  states  at  all 
levels  of  their  economies  and  societies,  the  fiscal  year  1994  budget  requests  $704 
million  for  grant  assistance  in  support  of  democratic  and  economic  reform.  This  is 
an  increase  of  $311  million  more  than  last  year's  level.  These  funds  would  fulfill 
the  commitment  the  United  States  made  at  tne  G— 7  ministerial  last  April  to  go  be- 
yond the  Vancouver  pledges.  Fiuther,  the  House  Foreign  Operations  Appropriations 
bill  contains  $1.8  biUion  in  supplemental  funding  for  Russia,  making  good  on  the 
President's  commitments  to  President  Yeltsin  in  Vancouver. 

The  requested  funding  will  provide  the  technical  assistance  needed  to  create  and 
strengthen  democratic  institutions;  encourage  private  sector  development;  strength- 
en key  human  services  and  provide  medical  and  food  supplies;  support  sectoral  re- 
form with  special  attention  to  the  energy,  financial,  and  legal  sectors;  and  fund  re- 
search and  training.  Resources  fix)m  other  budget  functions  will  also  provide  support 
for  Russia. 

The  Administration  realizes  that  our  assistance  efforts  cannot  take  place  in  isola- 
tion, but  instead  must  be  part  of  a  broad  partnership  between  Russia  and  the  inter- 
national community,  particularly  our  G-7  partners  and  the  multilateral  develop- 
ment banks. 

The  fiscal  year  1994  budget  also  includes  a  request  for  $409  million  for  assistance 
to  Central  and  Eastern  Europe.  This  program  is  designed  to  help  strengthen  demo- 
cratic institutions,  local  governments,  independent  media,  and  other  Key  institu- 
tions. 

US  AID  will  continue  its  democratic  development  programs  in  Asia,  Latin  America 
and  the  Caribbean,  and  Afi:ica  using  Economic  Support  Funds  and  Development  As- 
sistance. Nearly  $110  million  in  Development  Assistance  will  be  devoted  to  democra- 
tization and  governance  programming — an  increase  of  $15  million  over  fiscal  year 
1993  levels.  These  longer  term  investments  are  intended  to  improve  the  institu- 
tional underpinnings  of  democracy,  fi"om  reform  of  judicial  systems  to  building  the 
elements  of  civil  society. 

The  free  international  exchange  of  information  and  ideas  is  a  critical,  cost-effec- 
tive element  of  the  Administration's  foreign  policy.  The  United  States  Information 
Agency  (USIA)  and  the  Board  for  International  Broadcasting  (BIB)  are  in  the  fore- 
front of  our  nation's  public  diplomacy  efforts. 

The  fiscal  year  1994  budget  request  for  USIA  is  approximately  $1.2  billion,  and 
includes  increases  for  two  important  initiatives: 

— $20  million  is  requested  to  increase  the  budget  for  the  National  Endowment  for 
Democracy  (NED)  to  $50  million.  NED  will  provide  "venture  capital"  to  help 
nascent  democratic  movements  in  non-democratic  societies  overcome  social,  cul- 
tural, political  and  historical  obstacles.  The  NED  will  expand  its  support  for 
independent,  politically  active  organizations  working  to  broaden  citizen  partici- 
pation in  emerging  democracies;  and 

— $30  million  is  requested  for  tiie  creation  of  a  new  "Radio  Free  Asia"  operation 
under  the  USIA  umbrella  to  provide  surrogate  broadcasting  to  China  and  other 
communist  countries  in  Asia. 

The  Administration  also  plans  to  consolidate  all  U.S.-funded,  non-military  inter- 
national broadcasting  by  the  end  of  fiscal  year  1995.  This  consolidation  will  elimi- 
nate administrative  overlap  and  save  an  estimated  $243  million  between  1994  and 
1997,  while  preserving  the  journalistic  integrity  and  independence  of  Radio  Free  Eu- 
rope and  Radio  Liberty. 

At  the  World  Conference  on  Human  Rights  in  Vienna  this  month,  the  United 
States  will  demonstrate  its  support  for  popular  movements  for  freedom  and  democ- 
racy that  are  emerging  around  the  globe.  We  will  reaffirm  the  principles  of  the  Uni- 
versal Declaration  of  Human  Rights,  and  pay  tribute  to  the  gains  for  democracy  and 
human  rights  that  we  see  worldwide — the  massive  referendum  for  democracy  in 
Russia;  Cambodians  defying  bullets  to  cast  their  ballots;  the  progress  toward  non- 
racial  democracy  in  South  Africa. 

We  will  also  seek  to  strengthen  the  United  Nations'  abiUty  to  promote  human 
rights.  We  have  developed  an  action  plan  that  would  go  far  toward  improving  the 
U.N.'s  effectiveness  in  addressing  and  resolving  human  rights  problems  before  they 
escalate.  To  underscore  the  importance  we  attach  to  this  global  gathering,  Secretary 
of  State  Christopher  will  lead  the  U.S.  delegation  to  the  World  Conference. 

In  the  security  assistance  budget,  our  International  Military  Education  and  Train- 
ing (IMET)  program — especially  expanded  IMET — will  be  devoted  to  programs  de- 
signed to  strengthen  fledgling  democracies  by  exposing  foreign  military  personnel  to 
respect  for  human  rights,  democratic  processes  and  civilian  authority.  $53  million 
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of  our  Economic  Support  Fund  (ESF)  budget  has  been  cadibrated  to  promote  human 
rights  and  democracy  as  well. 

In  making  our  security  assistance  allocations,  the  United  States  will  need  to 
weigh  a  range  of  interests.  Respect  for  human  rights  and  democracy  will  figure 
greatly  in  our  assessment.  As  our  deliberations  evolve,  we  will  consult  closely  with 
the  Congress. 

POPULATION 

Let  me  move  now,  Mr.  Chairman  to  an  issue  you  and  this  Committee  have  pro- 
vided so  much  leadership  on  in  recent  years — the  rapid  rise  in  global  population  and 
the  need  for  aggressive,  comprehensive  intemationaJ  family  planning  and  reproduc- 
tive health  programs. 

The  Clinton  Administration  is  committed  to  exerting  the  full  measure  of  its  lead- 
ership capabilities  to  address  this  complex  and  enormous  challenge.  We  are  seeking 
to  renew  international  consensus  around  the  goal  of  stabilizing  world  population 
through  a  comprehensive  approach  to  the  rights  and  needs  of  women,  to  providing 
a  fiill  range  of  family  planning  services,  and  to  addressing  the  linkages  between 
population  and  our  environmental  and  development  objectives.  All  of  these  elements 
undergird  the  priority  we  place  on  establishing  a  new  partnership  among  nations. 

The  President  understands  the  cost  of  excessive  population  growth  to  the  health 
of  women,  to  the  environment,  to  our  hopes  of  alleviating  poverty  and  to  the  future 
security  of  the  world.  He  believes  that  the  United  States  cannot  stand  aside  as  the 
world  meets  one  of  the  greatest  challenges  of  this  century  and  the  next. 

Already,  he  has  overturned  the  Mexico  City  Policy,  the  international  version  of 
the  gag  rule.  He  and  Secretary  Christopher  have  encouraged  the  Administration  to 
participate  actively  in  preparations  for  the  1994  International  Conference  on  Popu- 
lation and  Development,  which  will  be  held  in  Cairo.  I  had  the  privilege  and  great 
honor  of  leading  our  delegation  to  the  recent  preparatory  meeting  for  this  conference 
three  weeks  ago.  It  was  an  exhilarating  and  moving  event  as  the  United  States 
stepped  up  to  its  responsibility  and  provided  the  leadership  the  world  expects  of  us. 

The  Administration  has  proposed  a  $100  million  funding  increase  for  population 
programs  over  fiscal  year  1993  levels.  Enhanced  funding  will  help  position  the  Unit- 
ed States  to  broaden  the  scope  of  its  efforts  to  address  population  growth  and  to 
exert  strong  leadership  at  the  1994  International  Conference  on  Population  and  De- 
velopment. This  includes  a  Department  of  Stale  request  for  a  $50  million  contribu- 
tion to  the  U.N.  Population  Fund  (UNFPA)  and  a  $50  million  increase  over  the  fis- 
cal year  1993  level  of  $350  million  for  population  programs  funded  from  USAID's 
Development  Assistance  Population  account. 

PROTECTING  THE  ENVIRONMENT 

Population  is  closely  linked  with  another  priority  global  issue  for  this  administra- 
tion. At  the  Earth  summit  one  year  ago,  the  nations  of  the  world  formally  recog- 
nized that  our  current  population  size,  technology  and  consumption  patterns  have 
a  major  impact  on  the  global  environment — particularly  the  industrialized  nations. 
Representing  less  than  one  quarter  of  the  world's  population,  developed  nations 
consume  75  percent  of  all  raw  materials  and  create  a  similar  percentage  of  solid 
waste.  We  have  to  set  an  example  at  home. 

The  Clinton  Administration  is  now  actively  addressing  these  issues  across  the 
board.  On  the  international  side,  the  President's  budget  request  includes  funding  to 
address  international  environmental  concerns  such  as  global  warming,  ocean  pollu- 
tion and  biodiversity  conservation.  Key  multilateral  initiatives  include  a  proposed 
$31  million  contribution  for  the  Global  Environmental  Facility,  which  provides 
grants  to  developing  countries  for  projects  that  benefit  the  global  environment. 

Funding  has  also  been  requested  for  the  Montreal  Protocol  Fund  to  combat  ozone 
depletion  and  for  UNDP  efforts  to  strengthen  environmental  capabilities  in  develop- 
ing nations.  A  $25  million  contribution  has  also  been  requested  for  the  U.N.  Envi- 
ronment Program. 

Bilateral  initiatives  include  a  $10  million  request  for  the  Department  of  State's 
environmental  and  scientific  grants  program  and  increased  funding  for  USAID's  en- 
vironmental assistance  efforts.  USAID  environmental  funding  will  increase  to  $304 
million,  from  the  fiscal  year  1993  level  of  $279  million,  to  support  ongoing  inter- 
national forestry,  pollution,  and  soil  and  water  conservation  initiatives,  as  well  as 
new  efforts  to  preserve  biodiversity  and  to  stem  desertification  abroad. 
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cou^^^ERNARConcs 

The  Administration's  counter  narcotics  policy  supports  the  domestic  goal  of  reduc- 
ing drug  abuse  and  drug-related  crime  in  the  U.S.  by  promoting  and  assisting  ef- 
forts by  other  countries  and  multilateral  institutions  to  stem  narcotics  production 
and  trafficking.  Our  support  is  crucial  to  neighboring  democracies  whose  political 
and  economic  development  is  threatened  by  narcotics-related  corruption  and  terror- 
ism. 

Mr.  Chairman,  I  am  aware  of  your  concerns  regarding  the  effectiveness  of  Andean 
counter  narcotics  efforts.  The  Clinton  Administration  is  committed  to  supporting  the 
region's  governments  in  their  efforts  to  develop  vital  law  enforcement  and  judicial 
systems,  and  we  want  our  countemarcotics  assistance  to  enhance  human  rights  con- 
ditions in  recipient  countries. 

I  believe  there  are  tangible  achievements  that  we  can  point  to  in  this  regard,  and 
which  underscore  tJie  need  for  continued  U.S.  engagement: 
— The  United  States  has  emerged  as  the  leader  of  a  coahtion  of  democratic  coun- 
tries working  to  curb  the  rising  tide  of  drugs.  Working  in  concert  with  our  G- 
7  and  Andean  Summit  partners,  we  have  put  narcotics  on  the  agenda  of  global 
concerns. 
— There  has  been  a  dramatic  shift  in  the  political  will  of  major  governments  in 
support  of  countemarcotics  efforts.  The  recent  murder  of  Cfardinal  Posadas  in 
Mexico,    for    example,    has    galvanized    Mexican    political    will    to    confront 
narcoterrorists.  Abdication  of  United  States  leadersnip  in  this  struggle  would 
seriously  demoralize  these  governments  which  now  see  narcotics  as  a  common 
threat  to  their  democratic  institutions,  social  welfare,  and  economic  growth. 
— We  cannot  ignore  the  dramatic  increases  in  drug  seizures  by  other  governments 

in  recent  vears  which  can  be  directly  attributed  to  our  assistance  efforts. 
— In  Colombia,  the  Medellin  cartel  has  been  virtually  destroyed  as  a  trafficking 
organization.  And  since  1991,  the  Colombian  government  has  conducted  signifi- 
cant raids  on  the  Cali  cartel's  assets,  seized  bank  records  and  frozen  some  150 
accounts. 
— In  Bolivia,  the  coca  crop  has  been  reduced  by  13  percent  since  1990,  due  in 
large  measvire  to  a  voluntary  eradication  program  by  farmers,  the  conditioning 
of  ESF  assistance  on  crop  reduction  goals  and  the  success  of  ESF-funded  alter- 
native development  programs  in  Bolivia. 
We  want  to  continue  to  work  with  other  governments  to  strengthen  key  law  en- 
forcement organizations,  and  public  and  judicial  institutions  to  help  democratic  gov- 
ernments combat  corruption  and  other  abuses  of  power,  and  fight  narco-trafficker 
corruption  and  violence  which  threatens  the  survival  of  democratic  institutions.  Ad- 
ditionally, we  will  continue  to  work  with  both  the  United  Nations  and  the  Organiza- 
tion of  American  States  to  establish  a  multilateral  legal  framework  and  program  for 
action  in  this  hemisphere.  These  funds  are  an  essential  component  oi  our  global 
support  for  democracy. 

Reductions  in  the  International  Narcotics  Control  program,  countemarcotics  For- 
eign Military  Financing,  International  Military  Education  and  Training,  and  Eco- 
nomic Support  Funds  in  the  fiscal  year  1994  budget  will  reduce  signincantiy  our 
ability  to  continue  to  provide  support  for  and  cooperate  with  countries  that  dem- 
onstrate the  political  will  to  fight  the  illicit  drug  abuse,  production,  and  trafficking. 
In  this  regard,  Mr.  Chairman,  I  must  express  the  Department's  concern  about  the 
action  of  the  House  Appropriations  Sub-committee  on  Foreign  Operations  in  reduc- 
ing the  Administration  s  request  for  the  programs  of  the  Bureau  of  International 
Narcotics  Matters  from  $148  million  to  $100  million.  Such  a  cut  will  indicate  to  our 
allies  in  the  countemarcotics  effort  that  we  are  lowering  the  priority  of  our  coopera- 
tion with  them  and  losing  interest  in  the  important  bilateral  and  multilateral  pro- 
grams that  have  been  constructed  over  the  past  few  years  to  attack  all  aspects  of 
the  drug  trade.  I  recognize  that  the  Appropriations  Committee  was  confronted  with 
a  daunting  task  given  budgetary  constraints.  However,  I  believe  it  to  be  important 
that  we  work  with  both  Appropriations  Committees  to  find  ways  to  strengthen  this 
element  of  our  foreign  policy.  'This  assistance  acts  to  bolster  other  governments'  ef- 
forts but  it  also  strongly  supports  U.S.  national  interests  in  the  field  of 
countemarcotics  and  in  advancing  the  consolidation  of  democracy. 

REFUGEES  AND  MIGRATION 

The  post-Cold  War  period  has  unleashed  new  conflicts — political,  ethnic  and  reli- 
gious— which  have  forced  over  3  milUon  new  refugees — from  the  republics  of  the 
former  Yugoslavia  and  Soviet  Union,  Burma  and  Somalia — to  seek  safety  outside 
their  countries.  There  are  another  2  milUon  displaced  persons  inside  Bosnia.  We 
now  estimate  the  global  refugee  total  to  be  18  million. 
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The  refugee  crisis  has  now  become  perilous.  Moreover,  the  present  crisis  poses 
enormous  financial  and  political  challenges  to  the  international  community.  The 
well-documented  needs  of  the  hvunanitarian  relief  agencies  have  already  outstripped 
the  resources  likely  to  be  made  available  by  the  donor  community. 

For  many  years,  Mr.  Chairman,  you  and  your  committee  have  generously  sup- 
ported humanitarian  programs  for  the  world's  refugees.  The  Administration  asks  for 
your  continued  support  as  we  endeavor  to  resolve  these  difficult  problems.  Address- 
ing the  needs  of  refugees  remains  a  high  priority  in  the  fiscal  year  1994  budget,  and 
the  Administration  is  committed  to  continuing  the  funding  levels  that  Congress  pro- 
vided for  these  activities  in  fiscal  year  1993. 

The  Administration's  fiscal  year  1994  budget  request  includes  approximately  $641 
milUon  for  Migration  and  Refugee  Assistance  (MRA)  and  $49  million  to  replenish 
the  U.S.  Emergency  Refugee  and  Migration  Assistance  Fund.  MRA  includes  $353 
million  to  support  international  efforts  to  provide  protection,  care  and  maintenance, 
local  resettlement,  and  repatriation  assistance  to  refugees  and  conflict  victims 
abroad.  It  also  includes  $221  million  to  support  the  admission  of  approximately 
120,000  refugees  for  resettlement  in  this  country. 

COUNTER-TERRORISM 

International  terrorism  continues  to  present  fundamental  challenges  to  the  Unit- 
ed States.  The  number  of  terrorist  incidents  in  1992  fell  to  its  lowest  level  in  17 
years.  However,  we  have  seen  this  year  the  most  spectacular  act  of  terrorism  ever 
in  the  U.S.  with  the  World  Trade  Center  bombing.  Iran  and  Iraq  remain  committed 
to  terrorism  as  a  means  of  executing  national  policy,  and  present  fundamental 
threats  to  United  States  interests. 

Libya  refuses  to  comply  with  requirements  imposed  by  the  U.N.  Security  Council 
in  response  to  that  nation's  murder  of  more  than  440  people  through  the  bombing 
of  Pan  Am  103  and  UTA  772.  Ethnic  and  sectarian  strife  may  well  serve  as  the 
basis  for  future  terrorism,  especially  in  Eastern  Europe  and  the  former  Soviet 
Union. 

This  Administration  cannot  and  will  not  rest  on  past  successes  in  meeting  the 
challenge  of  terrorism,  and  will  remain  vigilant  in  countering  whatever  threats  may 
be  posed  by  international  terrorists  to  U.S.  interests.  Toward  this  end,  we  are  seek- 
ing $15.5  million  in  fiscal  year  1994  to  support  the  Anti-terrorism  Assistance  Pro- 
gram which  helps  improve  the  criminal  investigatory  and  judicial  processes  of  other 
nations  so  that  they  can  help  us  counter  international  terrorism. 

Mr.  Chairman,  the  Clinton  Administration  is  committed  to  developing  a  concep- 
tual framework  that  will  enable  the  United  States  to  exert  steady  leadership  in  a 
rapidly  changing  world.  History  has  taught  us  that  the  United  States  and  all  na- 
tions can  meet  any  challenge  by  maintaining  a  commitment  to  democratic  institu- 
tions. Promoting  democracy — and  its  empowerment  of  citizens,  governments  and  in- 
stitutions— is  our  most  basic  tool  for  advancing  free  markets  and  addressing  the 
great  and  complex  global  issues  of  our  times. 

This  moment  in  our  nation's  history,  with  reduced  budgets  and  pressing  domestic 
economic  and  social  problems,  requires  us  to  be  innovative  as  we  chart  America's 
course  in  the  post-Cold  War  world.  The  international  community  has  begun  to  ad- 
dress these  cross-cutting  global  issues  that  affect  the  lives  of  all  our  peoples.  But 
there  can  be  no  substitute  for  U.S.  leadership  in  this  historic  undertaking. 

CONCLUSION 

Mr.  Chairman,  those  are  our  requests.  They  represent  what  we  believe  to  be  the 
minimum  America  must  do  for  its  own  interests.  Yet  I  am  aware  that  budget  reali- 
ties mean  difficult  choices.  Therefore,  I  should  like  to  explain  why  I  believe  these 
requests  are  so  important. 

"rhe  proposals  I  have  enumerated — to  support  democracy,  slow  population  growth, 
repair  and  protect  the  environment,  help  countries  struggling  to  eradicate  the  vi- 
cious drug  culture,  and  to  provide  care  for  refugees — are  all  legally  discretionary. 
But  in  a  larger  sense — that  of  the  spending  we  must  do  in  farsighted  protection  of 
our  national  security — ^they  are  not  discretionary  but  mandatory. 

In  two  quite  different  ways,  these  funds  are  investments  we  have  to  make  in  our 
own  future.  They  are  essential  to  our  economic  growth  at  home,  which  depends  on 
growth  abroad,  particularly  in  the  developing  countries.  And  they  address  problems 
and  needs  which  if  not  met,  will  not  go  away.  Unaddressed,  these  problems  will 
come  back  at  us  enlarged,  perhaps  in  new  guises,  sometimes  threatening  our  secu- 
rity quite  directly,  and,  inevitably,  more  costly.  Like  the  old  commercial,  this  is  a 
case  of  pay  now  or  pay  a  lot  more  later. 
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SUPPORTING  DEMOCRACY 

The  President  has  made  support  for  democracy  a  central  pillar  of  his  foreign  pol- 
icy, not  simply  because  we  Americans  believe  it  is  the  best  form  of  government,  but 
for  solid,  practical  reasons. 

We  need  peace  in  the  world.  Democracies  are  least  likely  to  go  to  war,  to  export 
terrorism  and  violence.  We  support  democracy  now  so  that  we  need  not  pay  in  dol- 
lars or  blood  to  meet  these  threats  later. 

We  support  democracy,  too,  because  as  demanding  and  difBcult  as  democracy  is, 
it  is  the  best  way  we  know  to  allow  people  of  different  ethnic  backgrounds,  different 
religious  beliefs  and  values,  to  live  together.  Of  the  nearly  200  nations  in  the  world 
today,  less  than  10  percent  are  ethnically  homogeneous;  only  half  are  largely  so.  As 
old  empires  disintegrate  and  repression  recedes,  we  face  a  time  of  rising  etnnic  as- 
sertiveness  and  strains  against  old  borders.  We  have  no  wise  choice  but  to  assist 
new  and  faltering  democracies,  to  share  what  we  know  about  the  necessary  compo- 
nents of  a  strong,  civil  society.  Especially  when  delivered  through  public  foundations 
and  NGO's,  this  assistance  costs  a  fraction  of  what  it  would  cost  not  to  do  it. 

Of  special  note  here  is  the  scourge  of  narcotics,  which  is  growing  all  around  the 
world  and  threatening  to  destabilize  governments  everywhere.  We  are  in  the  front- 
line of  counter-narcotics  efforts  everywhere,  and  in  no  place  is  our  leadership  more 
important  than  here  in  our  own  hemisphere.  We  have  learned  a  great  deal  in  the 
last  decade — some  programs  have  worked,  others  have  not.  We  want  to  build  as  the 
successes  we  have  nad,  in  Colombia  and  Bolivia,  continue  progress  in  Mexico,  and 
work  elsewhere  toward  progress.  If  we  give  up,  Mr.  Chairman,  I  believe  that  we  will 
pay  a  great  price  in  increased  drugs  in  this  country,  in  weakened  political  leader- 
ship across  tnese  embattled  countries,  and  in  potentially  lost  democracies  right  in 
our  own  backyard. 

We  need  economic  growth. — Growth  abroad  means  vital  markets  for  American  ex- 
ports. It  means  governments  able  to  care  for,  and  indeed  to  govern,  their  own  peo- 
ple. It  means  hope,  and  a  certain  degree  of  contentment.  We  need  to  support  democ- 
racy because  it  has  shown  itself  to  be  the  form  of  government  most  compatible  with 
the  twentieth  century's  most  successful  economic  system — free  markets.  The  edu- 
cated, informed  workforce  and  the  habits  of  risk  taking  and  independent  thought 
necessary  for  economic  success,  can  not  easily  co-exist  for  long  with  political  repres- 
sion and  lack  of  freedom. 

SLOWING  POPULATION  GROWTH 

Our  reasons  for  an  aggressive  effort  to  slow  the  growth  in  human  numbers  are 
just  as  compelling.  We  believe  slowing  rapid  growth  to  be  essential  for  economic 
growth  in  many  countries,  for  alleviating  poverty,  for  giving  full  rights  and  oppor- 
tunity to  women  and  for  a  livable  environment. 

With  all  our  other  needs,  why  can't  these  investments  be  postponed  until  money 
is  not  so  tight?  They  can't  because  current  projections  of  the  stabilization  level  of 
human  population  range  from  9  bUlion  to  14  billion.  The  range  is  nearly  equal  to 
today's  global  total.  If  our  numbers  reach  near  the  top  of  that  range,  the  prospects 
for  a  decent  quality  of  life — a  morally  acceptable  quality  of  life — for  most  people  are 
slim  to  non-existent.  And  because  of  the  tremendous  momentum  of  population 
growth,  the  outcome — whether  human  numbers  level  off  near  10  billion  or  15  bil- 
lion— depends  heavily  on  what  happens  in  this  decade. 

Let  me  make  this  more  concrete.  At  the  individual  level,  the  woman  today  who 
chooses  to  have  3  children  rather  than  the  6  her  mother  may  have  had,  will  have 
27  great-grandchildren,  rather  than  216.  If  Nigeria,  as  an  example,  reaches  replace- 
ment level  fertility  by  2010,  which  is  barely  acnievable,  rather  tnan  by  2040,  as  cur- 
rent trends  suggest,  its  eventual  population  will  be  341  million,  instead  of  617  mil- 
lion. The  difference  is  more  than  twice  today's  population.  What  a  difference  that 
difference  would  make  to  Nigeria's  abUity  to  feed,  house,  educate  and  find  jobs  for 
its  people. 

Inere  are  direct  implications  for  global  security.  When  people  have  no  food  or  em- 
ployment where  they  are,  they  will  head  to  where  they  sense  greater  hope.  More 
ana  more  of  today's  refugees  and  displaced  people  are  fleeing  economic  catastrophe, 
often  caused  by  acute  environmental  decline.  While  their  numbers  are  growing, 
there  are  fewer  and  fewer  places  for  them  to  go.  Our  only  hope  for  avoiding  more 
human  suffering  and  more  political  strife  is  to  address  the  root  causes  of  refugee 
movements,  and  these  include  rapid  growth,  rural  poverty  and  environmental  de- 
struction. 

At  the  end  of  World  War  II,  the  developed  countries  accounted  for  almost  40  per- 
cent of  world  population.  Today  they  hold  about  20  percent,  heading — if  growth  in 
the  developing  countries  does  not  slow — toward  as  httle  as  12  percent.  Per  capita 
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resource  consumption  in  the  North  is  vastly  greater  than  in  the  South.  What  are 
the  prospects  for  long  term  stability  on  a  planet  where  about  10  percent  of  the  peo- 
ple consume  more  than  90  percent  of  the  resources,  a  small  island  of  wealth  in  a 
sea  of  great  poverty? 

For  all  these  reasons,  the  cost  of  our  population  program  is  a  fraction  of  not  doing 
it. 

PRESERVING  AND  PROTECTING  THE  ENVIRONMENT 

The  threats  to  us  from  global  climate  change,  loss  of  stratospheric  ozone,  destruc- 
tion of  tropical  forests  and  extinction  of  biodiversity,  are  becoming  widely  known. 
I  should  like  to  take  a  few  moments  to  trace  some  of  the  less  understood  connections 
between  environmental  decline  on  the  one  hand  and  human  suffering,  economic  fail- 
ure and  political  strife  on  the  other. 

Most  people  understand  the  Haitian  crisis  in  purely  political  terms.  But  fly  over 
Haiti  during  the  rainy  season,  and  you  will  see  a  different  story.  You  will  see  topsoil 
pouring  into  the  sea  from  the  mouths  of  Haiti's  rivers  like  blood  running  from  a 
wounded  body.  That  topsoil  is  irreplaceable,  and  no  one,  no  matter  how  backbreak- 
ing  the  labor,  can  grow  food  without  it.  The  boundary  between  Haiti  and  the  Domin- 
ican Republic  is  obvious  from  the  air— on  one  side  there  are  trees,  on  the  other  there 
are  none.  The  Haitian  boat  people  are,  indeed,  fleeing  political  chaos,  but  that  night- 
mare is  rooted  in  poverty  caused  in  major  part  by  environmental  mismanagement. 
Past  investments  in  forestry  in  Haiti  could  have  greatly  reduced,  if  not  eliminated, 
the  much  larger  future  costs  to  us  of  restoring  peace  to  that  troubled  country. 

The  story  in  Somalia  is  similar.  There  have  been  three  massive  famines  in  the 
Horn  of  Africa  in  the  last  20  years,  each  caused  by  a  complex  interaction  of  civil 
and  ecological  collapse.  A  development  strategy  that  attempted  to  replace  nomadic 
cultivation  with  settled  agriculture — combined  with  rapid  population  growth — ^weak- 
ened the  land  and  denuded  it  of  vegetation.  The  process,  known  as  desertification, 
creates  desert-like  conditions,  and  turns  the  normally  variable  rainfall  into  droughts 
and  droughts  into  famine. 

The  process  can  be  reversed  with  adequate  investment.  Again,  the  funds  required 
are  modest  compared  with  the  costs  of  not  acting.  In  1977  the  United  Nations  pre- 
pared an  Action  Plan  to  Combat  Desertification.  The  estimated  cost  of  $2.4  billion 
per  year  was  never  raised.  Ethiopia's  share  would  have  been  $50  million  per  year. 
Ethiopian  famine  relief  in  1985  alone  topped  $500  million — and  yet  a  million  people 
died.  The  ratios  in  Somalia — costs  largely  borne  by  us — would  be  comparable. 

Environmental  decline  like  this  can  happen  extraordinarily  fast.  Just  three  dec- 
ades ago,  sub-Saharan  Africa  was  a  food  exporter.  Today  it  has  the  world's  heaviest 
reliance  on  imports — ^largely  assistance.  And  now  children  under  5,  the  most  suscep- 
tible to  malnutrition,  account  for  50-80  percent  of  total  mortality,  compared  to  3 
percent  for  that  age  group  in  Europe. 

Africa  has  no  monopoly  on  such  horrors.  In  just  two  decades,  Kazakhstan  has  lost 
4,000  square  miles  of  prime  agricultural  land  around  the  shrinking  Aral  Sea.  The 
land  that  can  still  be  cultivated  is  so  salty  that  yields  are  meager.  The  dust,  and 
rain  and  drinking  water  are  salty  and  contaminated  with  pesticides.  Mortality  is 
skyrocketing. 

Past  mistakes  must  be  repaired,  and  future  ones  avoided,  for  reasons  like  these 
and  dozens  more  I  could  cite.  Let  me  leave  you  with  one  last  example.  The  word 
"rival"  comes  from  a  Latin  word  meaning  "someone  who  shares  the  same  stream". 
Today  40  percent  of  mankind  depends  on  river  systems  shared  by  at  least  2  (and 
usually  many  more)  nations.  We  have  fewer  and  fewer  margins  for  error. 

SUCCESS  DEPENDS  ON  MULTILATERAL  EFFORTS 

I  have  been  talking  about  the  U.S.'s  own  programs.  But  let  me  make  it  very  clear 
that  we  have  no  chance  of  succeeding  acting  alone.  Perhaps  our  greatest  single  re- 
sponsibility as  the  last  superpower  is  to  make  sure  that  the  multilateral  system 
works;  the  U.N.,  the  regional  organizations,  and  the  multilateral  banks. 

In  order  to  do  this,  to  push  for  the  changes  we'd  like  to  see,  we  must  pay  our 
share.  We  are  losing  opportunity  after  opportunity  by  not  paying  our  bills  in  the 
United  Nations.  We  have  less  ability  to  influence  needed  reform;  we  have  fewer  peo- 
ple in  crucial  positions;  our  capacity  to  lead  multinational  efforts  dwindle.  If  we  are 
serious  about  U.S.  leadership  in  a  post-Cold  War  world,  how  can  we  presume  to 
lead,  and  to  carry  the  responsibility  that  the  world  expects  of  us  and  which  we 
should  expect  of  ourselves,  if  we  do  not  pay  our  dues  and  our  debts. 
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THE  U.S.  LEADERSHIP  ROLE 

Mr.  Chairman,  what  we  do  about  the  challenges  I  have  described  will  spell  the 
difference  between  world  order  and  disorder. 

We  have  to  learn  that  threats  can  be  just  as  real  if  they  arrive  by  air  or  by  air- 
plane. 

We  have  to  learn  that  change  is  so  rapid  these  days  that  the  long  term  is  upon 
us  before  we  know  it. 

We  have  to  learn  to  trace  the  connections:  to  measure  the  value  of  a  counter-nar- 
cotics program  not  just  in  terms  of  drug  production  but  in  the  success  of  threatened 
democracies;  to  see  that  rapid  population  growth  can  undermine  the  most  deter- 
mined economic  development  plans;  to  understand  that  poverty,  debt,  and  stagnant 
economies  threaten  democracy  as  surely  as  denials  of  political  freedom;  and,  to  re- 
member that  the  only  real  choice  is  whether  to  pay  now  or  much  more  later. 

On  all  of  these  issues,  the  U.S.  must  bear  the  leadership  role:  As  the  oldest  and 
most  successful  modem  democracy,  as  the  leader  for  many  decades  on  population 
and  environment,  and  as  the  world's  remaining  military  and  economic  superpower. 
We  can  not  do  all  of  this  alone — our  biggest  single  task  is  to  make  the  multilateral 
institutions  stronger  and  stronger. 

We  have  many  means  to  exercise  that  leadership.  We  have  a  moral  example,  eco- 
nomic success,  diplomatic  energy,  and  military  power.  But  money  is  also  one  of  the 
necessary  tools.  Our  word  must  matter.  Sometimes  it  will  matter  because  very  small 
amounts  of  money  stand  behind  it.  Most  of  all,  however,  this  Administration  has 
a  vision  of  what  the  future  demands  of  this  country  and  of  all  of  us;  a  vision 
which — with  Congress'  support — we  intend  to  pursue  with  vigor  and  determination. 

HUMAN  RIGHTS  AND  DEMOCRACY 

Senator  Leahy.  Thank  you.  The  President  and  the  Secretary  of 
State  said  they  want  to  promote  human  rights  and  democracy  as 
central  goals  of  our  foreign  policy.  Both  you  and  I  would  agree  with 
that. 

It  reflects  the  same  things  we  have  both  spoken  and  voted  on  for 
years  in  the  Senate.  But  I  am  concerned  I've  not  seen  much  evi- 
dence of  how  we  are  going  to  use  foreign  aid  to  promote  human 
rights  and  democracy. 

I  still  get  notifications  of  the  administration's  intent  to  give  aid 
to  governments  that  are  not  democratic  or  that  demonstrate  per- 
sistent human  rights  violations. 

Now,  I  will  give  you  an  example  when  I  have  had  to  put  holds 
on  some  of  these  notifications.  A  couple  of  weeks  before  the  recent 
coup  in  Guatemala  the  State  Department  came  up  with  a  request 
to  give  extra  aid  to  the  attorney  general's  office  in  Guatemala. 

Well,  the  attorney  general  himself  has  been  involved  in  blocking 
prosecutions  of  military  officers  implicated  in  human  rights  abuses. 
And  yet  the  administration  is  considering  sending  money  there. 

You  will  oversee  the  State  Department's  Human  Rights  Bureau. 
I  would  hope  that  you  would  be  a  strong  voice,  or  would  expect  you 
to  be  a  strong  voice  for  human  rights  and  democracies  and  deci- 
sions about  aid,  especially  with  military  aid. 

Did  you,  for  instance,  sign  off  on  this  year's  security  assistance 
allocations  in  which  aid  is  being  given  to  a  number  of  countries 
with  serious  human  rights  problems,  given  to  them  without  any 
conditionality  at  all? 

Mr.  WiRTH.  That  signoff  does  not  come  out  of  my  bailiwick  in  the 
Under  Secretary  of  Global  Affairs  Office.  That  sits  elsewhere.  The 
priorities  are,  of  course,  debated  and  there  are  differences  of  opin- 
ion that  get  reflected  in  those  debates.  And  then  a  final  decision 
gets  made,  and  that  goes  forward  from  the  Department. 
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Senator  Leahy.  Well,  do  you  have  input  on  decisions  to  provide 
aid  or  license  military  sales  or  support  multilateral  bank  loans  to 
countries  where  there  are  undemocratic  governments  or  significant 
human  rights  violations? 

Mr.  WiRTH.  On  the  sale  of  arms  situation,  we  do  have  input  on 
a  number  of  those  issues,  and  they  go  through  the  Bureau  of 
Human  Rights.  And,  normally,  those  come  up  for  my  personal  view 
on  those. 

I  have  made  our  position  clear.  Sometimes  the  positions  that  we 
reflect  are  there.  Sometimes  they  do  not.  You  win  some  and  you 
lose  some,  as  you  know.  And,  on  a  balance,  the  decision  has  to  be 
made  by  the  security  council  as  to  which  direction  to  go. 

I  think,  there  is  an  opportunity  in  this  new  organization  to  pro- 
vide a  very  clear  input.  Secretary  Christopher  has  been  remarkably 
open  and,  as  you  know,  is  himself,  a  very  strong  champion  of 
human  rights  and  has  been  very  good  about  doing  that. 

Senator  Leahy.  I  understand  that,  but  the  Human  Rights  Bu- 
reau which  you  oversee  has  been  kind  of  the  stealth  bureau  of  the 
Department  of  State  for  a  number  of  years. 

In  fact,  I  thought  it  had  been  done  away  with  a  while  ago,  but 
then  I  realized  it  was  still  there.  We  just  did  not  hear  from  it.  I 
would  hope  that  it  would  come  out  in  the  forefront  and  win  a  few. 

I  will  give  you  an  example.  A  couple  of  years  ago  I  pushed  a  pro- 
vision through  the  Senate  that  prohibited  military  aid  for  any 
country  which  was  not  democratic  or  which  the  President  said  was 
not  making  progress  toward  democracy.  I  would  have  thought  ev- 
erybody would  virtually  acclaim  this,  but  the  administration  came 
in  and  actually  went  ballistic  and  fought  it  and  it  finally  got 
dropped. 

What  would  you  think  about  such  a  provision;  no  military  aid  to 
any  country  which  is  not  either  democratic  or  which  the  President 
could  not  certify  as  making  strong  steps  toward  democracy? 

Mr.  WiRTH.  Well,  I  think  that  is  the  approach  that  the  adminis- 
tration is  moving  toward,  very  clearly  putting  its  top  priorities,  as 
President  Clinton  said  over  and  over  and  over  again  on  democracy, 
and  with  a  continuing  and  very  strong  commitment  to  human 
rights. 

You  know,  there  are  going  to  be  variations  of  our  commitment  on 
that  area  and  different  situations  around  the  world  and  to  paint 
everything  with  one  stroke  is  probably  not  reflective  of  situations 
in  the  world. 

Senator  Leahy.  Well,  let  me 

Mr.  WiRTH.  But  as  a  general  proposition  and  direction,  I  think 
that  that  is  very  clearly  what  the  administration  is  attempting  to 
move  to. 

Senator  Leahy.  Let  me  say  this:  It  cannot  be  cleared  in  perhaps 
one  stroke,  but  I  am  afraid  it  is  not  being  done  very  much  at  all. 

FOREIGN  AID  REFORM 

Here  is  the  problem  I  have.  I  have  to  bring  a  foreign  aid  bill  to 
the  floor  of  the  Senate  this  year,  next  year,  and  so  on.  This  is  about 
the  least  popular  thing  anybody  could  bring  up. 
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We  could  not  get  a  bill  passed  in  the  Senate  to  put  Americans 
to  work.  We  are  now  asked  to  pass  a  foreign  aid  bill  ostensibly,  in 
some  aspects,  to  put  foreigners  to  work. 

We  could  argue  the  geopolitical  reasons  for  it,  and  the  security 
of  the  United  States,  and  creating  jobs  here  for  exports  of  the  de- 
veloping world  and  all  that,  all  of  which  happen  to  be  accurate. 

But  many  wonder  why  we  even  have  a  foreign  aid  bill.  I  cannot 
count  the  number  of  letters  I  get  from  people  all  over  the  country 
saying,  "If  we  did  away  with  foreign  aid,  we  would  balance  the 
budget  right  away." 

Foreign  aid  is  $13  billion  or  $14  billion  and  the  national  debt  is 
over  $4  trillion.  Obviously,  it  is  going  to  take  more  than  that,  but 
if  we  are  going  to  have  a  foreign  aid  program  that  is  even  usable 
for  the  administration,  there  has  to  be  a  sense  in  the  public  and 
in  the  Congress  that  real  reform  is  taking  place  in  foreign  aid. 

Our  foreign  aid  program  today  does  not  represent  a  realization 
that  the  cold  war  is  over,  that  much  of  our  old  program  was  based 
on  the  cold  war  competition  between  the  United  States  and  the 
former  Soviet  Union.  That  is  gone. 

Now,  I  argued  when  this  administration  came  into  being  that  our 
foreign  aid  should  be  focusing  on  global  problems  and  giving  them 
the  attention  they  deserved.  We  snould  totally  revamp  our  foreign 
aid  and  explain  why  it  is  important  and  what  it  is  doing  for  the 
interest  of  the  United  States  in  the  post-cold  war  period. 

I  am  still  waiting  to  hear  Deputy  Secretary  Wharton's  plans  for 
reorganizing  the  foreign  aid  program.  I  wrote  to  him  last  week  ex- 
pressing my  growing  concern  about  the  prospect  for  reform  of  for- 
eign aid. 

I  told  him  the  window  of  opportunity  for  broad  reform  has  just 
about  closed  this  year.  And  next  year  we  will  be  into  congressional 
elections,  and  on  and  on.  We  have  got  to  get  moving  on  it. 

I  am  told  that  the  State  Department  is  willing  to  tell — I  guess 
this  passes  for  consultation  these  days — tell  the  Congress  some 
changes  they  might  make,  but  maybe  you  can  tell  me. 

Where  is  the  reform  process,  or  is  there  really  going  to  be  one? 

Mr.  WiRTH.  Well,  I  have  attempted  to  describe  where,  in  fact,  the 
reform  is  coming  out  in  terms  of  policy,  Mr.  Chairman.  I  think  both 
the  President  and  Secretary  Christopher  and  the  Department  are 
deeply  committed  to  this  move  of  American  foreign  policy  away 
from  the  cold  war  to  these  new  priorities. 

And  that  is  reflected  by  actions  taken  and  confirmed  in  the,  as 
I  pointed  out,  in  the  environment,  and  in  population  very  strongly 
in  which  we  have  a  dramatic  reversal  of  previous  policy  and  in  sus- 
tainable development  and  in  democracy. 

We  are  attempting  to  make  that  move  on  democracy,  on  human 
rights,  and  put  greater  emphasis  on  these  programs  and  I  believe 
that  that  is  showing  slowly,  but  surely. 

This  is  also  reflected  in  administrative  matters.  The  National  Se- 
curity Council  staff  has  reorganized  itself  to  reflect  these  kinds  of 
global  issues  and  so  has  the  CIA;  so  has  the  National  Security 
Council  and  so  has  the  State  Department  and  so  has  Brian 
Atwood's  design  and  set  of  priorities  for  AID. 

Brian  says  over  and  over  and  over  again  that  these  are  his  prior- 
ities and  the  way  in  which  he  wants  AID  form  to  follow  function. 
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I  know  that  Secretary  Wharton  will  be  talking  with  all  of  you 
next  week  about  the  AID  reorganization.  I  think  we  have  finally 
got  enough  of  a  picture  of  that 

Senator  Leahy.  Are  we  going  to  be  told  what  they  intend  to  do? 
I  was  suggesting  and  I  would  encourage  early  on  that  we  might 
want  to  work  together  on  this  as  the  process  proceeds.  We  might 
even  have  something  that  we  could  automatically  agree  on  quicker 
than  simply  being  told  this  is  what  it  will  be.  If  it  requires  some 
changes  in  the  legislation,  then  I  would  suggest  that  tnat  is  prob- 
ably not  the  best  way  to  approach  it. 

I  am  encouraged  by  your  appointment.  I  am  encouraged  by  Sec- 
retary Christopher's  appointment,  Cliff  Wharton's  appointment.  I 
am  certainly  encouraged  by  Brian  Atwood's  for  an  agency  that 
would  have  been  done  away  with  if  we  had  not  put  somebody  in 
there  who  could  straighten  it  out. 

INDONESIA 

But  then  I  have  also  looked  at  some  of  the  actions.  I  heard,  pure- 
ly by  accident,  that  the  administration  was  considering  granting  a 
license  for  the  transfer  of  F-5  fighter  planes  from  Jordan  to  Indo- 
nesia. I  mention  that  because  the  Congress  last  year  cut  off  our 
small  military  aid  program  to  Indonesia  because  of  gross  human 
rights  problems  there,  including  a  massacre  of  unarmed  dem- 
onstrators. 

Two  months  ago,  the  administration  sponsored  a  resolution  at 
the  U.N.  Human  Rights  Commission  in  Greneva  condemning  the  In- 
donesian Government.  I  support  that.  But  they  do  that  on  one 
hand  and  then  permit  the  transfer  of  combat  aircraft  with  the 
other.  I  do  not  see  any  consistency  in  this  kind  of  action.  I  do  not 
know  if  the  administration  has  a  policy  about  granting  licenses  for 
sales  of  militarv  equipment  to  countries  after  military  aid  to  the 
same  countries  have  been  suspended. 

Is  it  our  policy  to  condemn  gross  violations  by  suspending  mili- 
tary aid,  but  then  approve  licenses  for  commercial  military  sales? 
Is  there  an  inconsistency  or  have  I  missed  the  point? 

Mr.  WiRTH.  I  know  that  if  the  decision  had  been  made,  then — 
no  decision  has  been  made,  Mr.  Chairman.  The  request  has  been 
made  that  this  be  allowed,  but  no  decision  has  been  made. 

Senator  Leahy.  A  request  made  by  whom? 

Mr.  WiRTH.  That,  again,  is  not  my  bailiwick.  I  know  that  I  have 
seen  that  floating  around. 

Senator  Leahy.  I  ask  the  question  almost  rhetorically.  I  am  sure 
the  request  was  not  made  by  somebody  that  just  walked  in  off  the 
street.  The  request  was  made  by  somebody  within  the  administra- 
tion, the  same  administration  that  was  in  Geneva  condemning  the 
Indonesians  for  human  rights  abuses. 

The  reason  I  ask  is,  I  would  hope  that  the  one  hand  knows  what 
the  other  hand  is  doing. 

Mr.  WiRTH.  Mr.  Chairman,  no  decision  has  been  made  on  that 
request.  We  will  consult  with  you  and  the  committee  before  any  de- 
cision is  made. 

Senator  Leahy.  But  you  deal  with  human  rights  and  democracy. 
And  I  want  you  to  weigh  in  there.  I  cannot  tell  you  what  you  do 
and  I  do  not  intend  to  tell  you  what  to  do  during  administration 
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debates,  but  what  you  deal  with  is  human  rights  and  democracy. 
And  I  would  hope  that  you  are  rattling  cages. 

Mr.  WiRTH.  I  appreciate  your  support,  Mr.  Chairman.  We  are 
looking  for  all  the  gorillas  that  we  can  bring  with  us  and  we  can 
find,  no  question  about  that. 

AID  FOR  RUSSIA 

We  would  be  remiss  in  this  discussion,  as  well,  Mr.  Chairman, 
if  we  did  not  mention  the  highest  priority  of  all.  It  sits  by  itself  and 
has  been  taking  an  enormous  amount  of  attention,  funding,  and  po- 
litical capital  by  the  President  of  the  United  States,  and  that  is  the 
democratization  in  Russia. 

I  think  that  we  all  take  an  enormous  pride  in  the  efforts  that 
have  been  made  there  and  the  continuing  support  for  democracy 
and  President  Yeltzen.  And  that  continues  to  be  of  great  import. 

As  you  know,  Strobe  Talbot  is  the  Special  Ambassador  to  Russia 
and  the  states  of  the  former  Soviet  Union.  We  continue  to  place  a 
very  high  priority  in  terms  of  budget  activities  and  other  actions 
to  continue  that  single  most  important  relationship  in  terms  of  de- 
mocracy building  around  the  world. 

Senator  Leahy.  I  think  the  President  is  absolutely  right.  It  is 
certainly  in  our  security  interest  to  see  democracy  take  hold  there. 
It  is  in  our  economic  interest  to  see  an  economically  viable  Russia, 
the  potentially  huge  markets,  opportunities  for  trade.  It  could  cre- 
ate thousands,  tens  of  thousands,  of  jobs  in  the  United  States  just 
because  of  the  export  market,  but,  of  course,  the  most  important 
thing  is  democracy  itself  and  what  it  does  for  every  one  of  us. 

We  also  have  to  face  the  reality  that  we  are  going  to  be  required 
in  this  committee,  because  of  our  allocation,  to  cut  almost  $1.5  bil- 
lion or  more  out  of  what  the  President  has  requested  for  foreign 
aid.  In  fact,  from  what  I  heard  late  yesterday,  it  probably  will  be 
more  that  we  will  have  to  cut.  We  will  be  making  enormous  cuts. 
The  largest  cuts  in  the  percentage  of  just  about  any  budget  around 
is  going  to  be  from  foreign  aid.  So  we  have  got  some  hard  choices. 

Suppose  that  we  have  to  choose  between  funding  the  President's 
request  for  Russia  and  the  Andean  drug  initiative.  Does  the  admin- 
istration have  a  recommendation?  That  is  not  an  idle  question.  It 
may  well  come  down  to  one  or  the  other. 

Mr.  WiRTH.  Mr.  Chairman,  we  have  always  had  enormous  faith 
in  the  creativity  of  the  appropriations  subcommittee  and  the 
staff 

Senator  Leahy.  I  remember  the  creativity  of  a  bank  president  I 
once  prosecuted  back  when  I  was  a  district  attorney.  He  showed 
the  kind  of  creativity  of  paying  for  far  more  things  than  he  had 
money  in  the  bank  to  do.  He  ended  up  with  20  years  in  the 
slammer.  You  are  not  suggesting  that  kind  of  creativity,  I  hope. 

Mr.  WiRTH.  And  you  have  been  in  the  Senate  for  18  years, 
haven't  you? 

Senator  Leahy.  In  fact,  he  is  probably  just  about  out  now.  We 
may  hire  him  as  a  consultant.  Remind  me  to  call  him  later.  You 
may  have  an  extra  assistant  here,  because  he  is  about  the  only  guy 
I  can  think  of  that  might  know  how  to  do  this. 
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Mr.  WiRTH.  Well,  Mr.  Chairman,  the  point  you  raise,  you  know, 
is  just  fundamentally  what  our  priorities  are  going  to  be  around 
the  world,  about  how  we  are  looking  at  what  budget. 

I  am  not  about  to  make  that  kind  of  priority  decision  here.  We 
have  submitted  the  President's  budget  and  his  priorities  and  what 
we  think  is  important  to  do. 

This  really  ranges  right  into  the  second  statement  which  I  sub- 
mitted to  the  committee  which  is  our  view  of  the  opportunities  that 
we  have,  and  the  opportunities  that  can  be  missed  without  rel- 
atively small  investments  now. 

It  is  extraordinarily  important  that  we  take  this  very  seriously, 
Mr.  Chairman.  And  I  know  you  do  take  very  seriously  our  role 
around  the  world? 

And  what  institutions  do  we  have  around  the  world;  what  insti- 
tutions and  how  do  we  plan  to  achieve  our  Nation's  goal? 

UNITED  NATIONS  AND  MDB'S 

You  mentioned  earlier — let  me  just  put  a  point  on  another  point 
you  mentioned  earlier,  was  working  with  tne  development  banks 
and  working  with  the  United  Nations. 

Increasingly,  the  United  States  is  working  with  and  through 
these  multilateral  institutions.  And  we  get  enormous  leverage  out 
of  doing  so,  but  as  we  continue  in  the  United  States  to  be  in  ar- 
rears in  our  payments  both  to  development  banks  and  the  United 
Nations,  we  are  tearing  out  the  fundamental  parts  of  this  changing 
foreign  policy.  We  are  losing  leverage  every  day,  and  losing  oppor- 
tunities every  day. 

Senator  Leahy.  Well,  one  reason  for  some  of  the  arrearage  to  the 
United  Nations,  one  reason — not  the  sole  reason — ^but  one,  is  that 
if  there  was  ever  a  place  with  bloated  bureaucracy,  it  is  in  the 
United  Nations. 

I  mean,  I  have  had  people  from  the  United  Nations  come  in  and 
talk  to  me  about  some  of  their  plans  around  the  world.  It  looks  like 
huge  salaries,  unnecessary  bureaucracy,  and  staffing,  redundancy. 

One  reason  for  withholding  of  U.S.  contributions  is  to  focus  their 
attention  on  getting  some  reform.  At  the  same  time,  I  totally  be- 
lieve that  we  have  got  to  be  more  supportive  of  the  United  Nations, 
if  we  are  going  to  make  them  a  real  factor  in  helping  with  some 
of  the  regional  conflicts.  Otherwise,  the  United  States  will  be  called 
upon  to  do  it. 

The  fact  that  they  were  slow  and  inadequate  in  the  former  Yugo- 
slavia is  not  completely  the  United  Nations  fault.  NATO  allies'  re- 
sponses range,  as  I  said,  from  the  negligent  to  the  cowardly,  de- 
pending upon  which  country  is  involved  in  that  regard. 

But  the  United  Nations  does  have  the  potential  of  doing  the 
things  that  it  was  created  to  do.  And  the  United  States  should  be 
helpful,  but  I  think  we  all  agree  that  there  are  parts  of  the  United 
Nations  where  there  are  people  sitting  around,  getting  paid  enor- 
mous amounts  of  money  to  do  reports  on  subjects  that  are  no 
longer  even  relevant,  but  the  money  goes  on,  the  bureaucracy  goes 
on,  and  some  of  the  patronage,  some  of  the  inexcusable  patronage 
that  we  see  there  goes  on. 

Mr.  WiRTH.  Mr.  Chairman,  we  agree  with  that  entirely,  that  a 
great  many  efficiencies  have  to  be  made.  I  believe  the  first  decision 
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and  the  first  priority  of  Secretary  Christopher,  in  meeting  with  the 
Secretary  Greneral  of  the  United  Nations,  Mr.  Boutros  Ghali,  and 
appointing  Melissa  Wells,  a  very  distinguished  senior  foreign  serv- 
ice officer,  who  is  one  of  the  best  managers  in  the  Department,  to 
become  the  Under  Secretary  of  the  United  Nations  for  manage- 
ment. 

That  is  something  that  we  were  very  strong  in  committing  our- 
selves to.  And  she  is  now  there  on  board  and  she  has  our  full  sup- 
port. We  are  doing  everything  to  help  her. 

Senator  Leahy.  Ambassador  Wells  will  have  my  complete  sup- 
port. I  consider  her  to  be  one  of  the  most  impressive  Amoassadors 
I  have  met  in  my  19  years  here.  I  watched  her  in  Mozambique  and 
other  parts  of  the  world  and  I  have  nothing  but  admiration  for  her. 

Mr.  WiRTH.  She  is  first  rate  and  we  are  giving  her  every  bit  of 
support  that  we  possibly  can  in  that  mission.  But  at  the  same  time, 
as  we  understand  the  need  to  bring  greater  efficiency,  that  is  also, 
you  know — I  am  warned  by  my  own  town  meeting  experience,  not 
dissimilar  from  yours,  as  to  what  people  get  up  and  say  if  you 
eliminate  all  that  fraud,  waste,  and  abuse  you  would  also  balance 
the  budget. 

I  always  reach  out  and  look  for  those  line  items  that  say  fraud, 
waste,  and  abuse,  you  are  not  going  to  get  them  and  knock  them 
right  out  of  there,  but  we  do  also  have,  at  the  same  time  that  we 
are  looking  for  these  kinds  of  efficiencies  and  stressing  them,  we 
also  have  to  understand  the  major  opportunities  that  we  face. 

I  think  this  is  going  to  require  in  this  era  of  an  extremely  con- 
straining budget,  it  is  going  to  require  us  to  look  at  all  of  the  agen- 
cies and  10  look  at  our  overall  mission  and  to  try  to  rationalize 
those. 

For  example,  we  are  increasing  the — I  think  there  are  opportuni- 
ties for  the  Defense  Department  to  pick  up,  and  we  have  talked 
with  this  about  as  well,  part  of  the  peacekeeping  missions  that  we 
have  to  be  in  their  budget  and  shoula  be  moving. 

There  are  other  opportunities  that  we  have  on  that  front  to  take 
our  three  major  foreign  policy  agencies,  the  Defense  Department, 
the  CIA,  and  the  State  Department,  look  at  those,  and  try  to  take 
our  missions  against  those  three  agencies  and  perhaps  do  a  dif- 
ferent kind  of  rationalization  of  mission  and  agency  than  we  have 
done  before. 

The  time  has  come  for  doing  that.  This  is  the  post-cold  war 
world,  and  all  of  the  things  that  we  have  said  suggest  that  it  is 
time  for  us  to  work  carefully  with  you  as  we  are  trying  to  do  on 
the  AID  organizations,  in  terms  of  modernizing  our  institutions  to 
meet  modem  requirements. 

ANDEAN  DRUG  INITIATIVE 

Senator  Leahy.  All  that  we  agree  on,  but  it  still  comes  down  to 
particulars.  We  talked  about  the  Andean  drug  program.  Congress 
never  did  provide  all  the  military  and  economic  assistance  funds 
that  past  administrations  had  requested  for  it,  but  there  were  a 
number  of  reasons  not  to. 

There  was  a  coup  in  Peru.  All  the  Andean  countries  have  a  long 
history  of  flagrant  human  rights  abuses  and  involvement  in  the 
drug  traffic  by  both  police  and  armed  forces.  There  have  been  re- 
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ports  of  human  rights  abuses  by  the  Colombian  police.  The  senior 
general  in  Peru,  one  of  the  President's  top  advisors,  is  accused  of 
being  involved  in  death  squad  activity  and  being  in  cahoots  with 
drug  traffickers. 

President  Fujimori  has  called  the  Andean  drug  initiative  a  fail- 
ure. The  request  for  help  down  there  is  $100  million.  The  drug 
trade  in  that  region  counts  for  billions  and  billions  of  dollars. 

I  do  not  think  that  it  has  been  a  very  cost-effective  program. 
Some  laboratories  have  been  destroyed,  some  cocaine  seized,  some 
crops  eradicated.  People  just  move  around  to  different  places.  We 
talk  about  cutting  out  1  percent  of  the  crop,  or  2  percent,  or  3  per- 
cent. So  what?  You  cut  out  50  percent  and  we  still  have  all  the  sup- 
ply that  anybody  wants  here  in  the  United  States. 

Then  there  is  the  military  component.  I  wonder  how  that  rec- 
onciles with  a  commitment  to  human  rights.  Is  the  drug  situation 
going  to  be  any  different  if  this  money  is  given — and  I  really  want 
to  emphasize:  If  the  money  is  given.  In  order  to  fund  the  Andean 
drug  initiative,  I  suspect  it  would  have  to  be  taken  out  of  Russian 
aid.  But,  how  is  it  going  to  differ  from  the  policy  in  the  past,  which 
is  a  flat  out  failure? 

Mr.  WiRTH.  Well,  let  me — again.  Let  me  take  it  from  the  top,  if 
I  may,  Mr.  Chairman.  On  the  overall  drug  strategy,  which  I  think 
it  is  useful  to  describe  in  terms  of  the  three  clumps  of  activities. 

One  is  the  set  of  activities  here  at  home,  in  which  the  Clinton 
administration  is  committed  to  a  much,  much  more  aggressive  de- 
mand strategy  than  we  have  had  before.  And  that  is  a  very  sharp 
change  from  the  past. 

Second,  in  terms  of  the  interdiction  efforts,  we  are  suggesting 
that  much  of  that  interdiction  activity  has  not  been  as  effective  as 
it  had  been  hoped,  and  that  there  are  significant  savings  that  can 
be  made  there. 

Third,  in  terms  of  the  host  country,  and  let  us  get  right  to  the 
Andean  countries  now,  Mr.  Chairman,  we  believe  that  there  is  a 
great  deal  of  success  there  that  we  must  learn  from  and  must  con- 
tinue. 

I  will  not  argue  with  you  that  we  have  interdicted  all  supplies 
coming  out  of  those  countries,  or  we  have  substituted  crops  or  de- 
stroyed all  crops.  That  is  one  part  of  it,  but  an  even  more  effective 
part  is  dealing  with  the  host  country  governments  and  helping 
them  to  strengthen  their  judiciary  programs,  helping  them  to  re- 
train their  police  forces,  helping  them  to  root  out  corruption  and 
showing  them  how  to  do  that,  helping  them  to  redirect  the  relation- 
ships between  their  military  and  their  civilian  government. 

These  are  the  root  themes  of  democratic  governments  in  those 
areas.  And  if  we  are  not  able  to  make  those  changes,  which  we  are 
doing,  and,  I  think,  that  there  are  some  very  real  successes  there 
that  we  must  point  to  and  learn  from. 

If  we  turn  our  back  on  those  activities,  we  are  going  to  do  two 
things.  First,  we  are  going  to  dramatically  demoralize  countries 
that  have  come  to  depend  upon  this  growing  relationship  in  terms 
of  institution  building  and  democratic  institutions,  particularly 
pointing  to  Colombia  and  Bolivia  where  our  successes  have  been 
the  greatest. 


600 

We  will  significantly  demoralize  those  countries  and  I  think  that 
the  United  States  will  be  making  a  grievous  error  if  we  do  so. 

Second,  we  will  be  missing  a  huge  opportunity  to  stop  the  move- 
ment into  the  Central  America  vacuum  left  by  the  departure  of  the 
cold  war  decade.  Moving  into  that  are  narcotics  dealers,  and  nar- 
cotics moneys  in  a  significant  fashion,  as  vou  know. 

If  the  United  States  is  not  there  to  work  with  those  fledgling  gov- 
ernments, in  terms  of  strengthening  their  military  as  accountable 
military,  strengthening  their  judicial  system,  strengthening  their 
commitments  to  a  rule  of  law,  those  countries  will  be  dramatically 
influenced  by  the  pull  of  narcotics  money. 

So  we  have  two  pieces  that  we  have  to  think  about:  First,  our 
commitments  to  countries  that  have  already  taken  significant 
steps,  and  second,  the  opportunity  to  present  it  to  those  vacuums 
that  are  going  to  exist  and  are  existing  in  Central  America. 

COLOMBIA 

Senator  Leahy.  But  my  concern  is,  I  do  not  see  where  the  condi- 
tions are  for  these  opportunities.  You  mentioned  Colombia.  You 
have  requested  $77  million,  no  strings  attached,  for  Colombia.  Let 
me  just  read  one  paragraph  from  the  State  Department  human 
rights'  report  regarding  Colombia. 

Individual  members  and  units  of  the  army  and  the  police  were  responsible  for 
many  human  rights  violations.  In  urban  areas,  the  national  police  committed 
human  rights  violations  including  disappearances,  arbitrary  detentions,  arbitrary 
killings,  and  threats  of  violence.  They  also  participated  in  extrajudicial  "cleanup" 
killings.  Particularly  in  areas  of  high  guerrilla  activity  and  little  government  pres- 
ence, such  as  the  Magdalene  Medio,  members  of  the  armed  forces  were  responsible 
for  violations  including  murders,  disappearances,  and  torture.  Targets  of  aouse  by 
the  security  forces  include  leftist  politicians,  labor  organizers,  human  rights  work- 
ers, and  peasants.  Both  officers  and  enlisted  men  and,  in  some  cases,  entire  units 
have  participated  in  right  wing  paramilitary  activity,  which  targets  guerrillas  and 
others  commonly  sought  by  the  military. 

I  am  certainly  not  naive  enough  not  to  be  aware  of  the  terrible 
terrorist  activities  of  some  of  the  drug  cartels  down  there.  At  the 
same  time,  I  do  not  ignore  the  bravery  of  the  judicial  system  who 
are  trying  to  stop  the  cartel. 

But  do  we  just  give  them  $77  million?  Would  it  not  be  a  lot  bet- 
ter to  at  least  have  some  conditionality  on  it,  in  light  of  the  State 
Department's  own  human  rights  report? 

Mr.  WiRTH.  Mr.  Chairman,  we  can  work  with  the  committee  in 
terms  of  describing  and  working  through  the  programs.  I  would 
like  to  start  with  a  first  assumption,  which  we  believe  is  extremely 
important. 

This  is  a  commitment  of  the  President.  This  is  a  commitment  of 
the  National  Security  Council  and  a  commitment  of  the  Depart- 
ment, that  we  have  a  major  responsibility  to  strengthen  democratic 
institutions  in  the  Andes,  that  we  must  continue  this  effort. 

We  must  learn  from  past  mistakes  and  learn  from  past  suc- 
cesses, pick  up  on  those  items  which  have  done  well.  And  there 
have  been  some  significant  changes.  I  cannot  tell  you,  you  know, 
how  strongly,  for  example,  the  Colombians  feel — I  met  last  week 
with  the  Colombian  foreign  minister — how  strongly  the  Colombians 
feel  about  the  progress  that  they  are  making,  how  helpful  our  ef- 
forts have  been. 
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Our  efforts  in  judicial  training,  for  example,  our  efforts  in  terms 
of  helping  to  work  through  the  problems  that  they  have  with  police 
who  are  underpaid  on  the  one  hand  by  government,  and  potentially 
overpaid  on  the  other  hand  by  the  narcotics  dealers. 

It  is  a  tremendous  open  invitation  to  corruption  and  to  the  very 
kinds  of  abuses  that  you  are  talking  about.  And  how  very  depend- 
ent and  appreciative  they  are  of  the  efforts  that  we  have  made  with 
our  military,  working  with  their  military,  in  terms  of  an  account- 
ability and  a  sensitivity  by  their  military  as  to  what  their  missions 
are. 

The  relationship  with  democracy  and  human  rights  and  the  very 
kinds  of  freedoms  that  we  stand  for,  are  very  much  in  the  balance 
in  many  of  these  countries.  And  we  cannot — I  believe  that  we  have 
to  do  a  much  better  job. 

We  are  thinking  about  various  kinds  of  seminars  and  regional 
meetings  and  so  on  for  the  United  States  to  show  the  flag,  to  show 
our  commitment  to  human  rights,  to  show  our  commitment  to 
building  democratic  institutions,  and  to  really  become  an  even 
more  active  partner  in  doing  the  kinds  of  things  that  we  would  all 
agree  have  to  be  done. 

We  think,  again,  Mr.  Chairman,  it  would  be  a  very  significant 
mistake  for  the  United  States  to  turn  our  backs  on  this  effort  now. 
We  can  recast  the  money. 

We  can  work  through  how  we  are  spending  that  money.  We  are 
more  than  willing  to  do.  And,  as  I  say,  we  know  that  we  may  have 
done  some  things  wrong  in  the  past  and  some  things  not  wrong  in 
the  past. 

And  I  am  just  worrying  about  a  lot  of  this  now.  Where  should 
this  funding  be?  How  should  we  better  target  that?  But  we  have 
to  look  at  a  better  and  more  sophisticated,  I  think,  institution- 
building  strategy  for  Central  America  and  South  America. 

And  we  believe  that,  you  know,  a  good  partnership,  not  only  be- 
tween the  United  States  and  these  countries,  but  between  the  ad- 
ministration and  the  Congress  and  doing  this  will  serve  all  very, 
very  well. 

NATIONAL  SECURITY  INTERESTS 

Senator  Leahy.  Let  us  make  sure,  though,  that  we  understand 
the  national  security  interests  of  the  United  States.  We  are  trying 
desperately  to  find  at  least  some  of  the  money  the  President  has 
promised  to  Russia. 

Obviously,  we  are  not  going  to  find  it  all.  We  are  trying  to  find 
as  much  of  it  as  we  can.  Now,  there  is  no  question  in  my  mind, 
if  we  fund  the  Andean  drug  initiative,  we  are  going  to  have  to  de- 
crease the  amount  of  money  that  we  can  find  for  Russia.  So,  in 
many  ways,  money  for  the  Andean  drug  initiative  is  coming  out  of 
aid  to  Russia.  At  the  very  least,  if  we  are  going  to  do  that,  I  would 
hope  that  we  would  tie  some  human  rights  and  democracy  condi- 
tions to  it. 

At  some  point  we  have  got  to  think  about  what  is  in  our  national 
security  interest,  whether  we  put  this  money  in  or  not,  I  do  not 
think  it  is  going  to  make  a  hell  of  a  lot  of  difference  in  drug  produc- 
tion, no  matter  how  much  money  we  pour  into  Peru,  Colombia,  or 
anywhere  else. 
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I  look  at  El  Salvador,  a  country  smaller  than  the  State  of  Massa- 
chusetts. We  poured  far  more  money  into  El  Salvador  than  we  are 
talking  about  spending  on  aid  to  Russia.  We  did  this  because  we 
were  concerned  about  our  security  interests.  This  was  not  on  your 
watch.  We  were  interested  in  our  security.  We  poured  billions  into 
Nicaragua,  either  openly  or  covertly,  because  of  our  security  inter- 
ests. 

What  security  interest?  Well,  we  are  all  interested  in  human 
rights.  We  are  all  interested  in  democracy.  Did  it  really  make  any 
difference  in  the  security  interests  of  the  United  States  what  hap- 
pened there? 

I  do  not  mean  that  to  be  callous,  but  let  us  stop  to  think  for  a 
moment.  We  were  not  about  to  have  the  armies  of  Nicaragua 
march  on  the  United  States,  even  though  that  was  suggested  by 
past  presidents. 

They  would  have  had  to  get  by  the  Texas  National  Guard.  I 
think  the  Texas  rangers  would  be  more  than  a  match.  And,  you 
know,  it  is  ludicrous,  but  we  spent  billions  there. 

Now,  there  is  the  former  Soviet  Union,  with  thousands  of  nuclear 
warheads,  with  a  potential  huge  market  to  affect  both  the  security 
and  our  economic  destiny  of  this  countrv.  And  we  are  scrambling 
around  trying  to  fmd  a  tiny  fraction  of  what  we  spent  in  Nicaragua 
and  El  Salvador,  to  really  affect  United  States  security  interest  and 
United  States  economic  interest. 

I  understand  your  concern.  You  have  talked  to  me  a  number  of 
times  about  this.  But  with  all  due  respect,  to  waste  money  on  this 
Andean  drug  initiative  where  it  is  not  going  to  do  one  dam  bit  of 
good  in  the  long  run,  or  certainly,  at  the  very  most,  will  make  only 
minimal  changes.  To  take  it  out  of  aid  to  Russia  where  we  can  ac- 
complish something — I  realize  I  do  not  have  the  wisdom  of  the 
State  Department,  but  boy,  as  just  one  small  town  lawyer,  it  does 
not  make  much  sense.  I  am  only  one  vote  on  this  committee,  but 
I  cannot  see  voting  for  it. 

Mr.  WiRTH.  Mr.  Chairman,  in  1986  when  I  ran  for  the  United 
States  Senate,  a  series  of  television  and  radio  ads  ran  that  said  if 
I  were  elected  to  the  Senate,  the  Nicaraguans  were  going  to  be 
marching  across  the  Rio  Grande  River.  Right  now,  with  this 
preposterous 

Senator  Leahy.  In  which  direction?  [Laughter.] 

Mr.  WiRTH.  That  was  as  preposterous  then  as  it  sounds  now.  We 
are  not  talking  about  this  hangover  from  the  cold  war  and  the  ideo- 
logical arguments  that  were  made  for  reasons  that  you  and  I  both, 
I  think,  you  know,  criticized  and  had  some  fun  with,  at  any  num- 
ber of  debates  on  the  floor  of  the  U.S.  Senate.  That  is  not  the  issue 
at  stake  here. 

The  issue  at  stake  here  is  clearly  in  the  U.S.  national  interest 
relating  to  our  own  backyard,  in  terms  of  narcotics,  building  a 
democratic  institution,  and  an  economic  zone  of  increasing  growing 
purpose  for  the  United  States. 

Our  national  interest  is  very  clear.  We  want  to  maintain,  sus- 
tain, and  build  democratic  societies  in  Central  America  and  the  An- 
dean countries. 

The  trends  of  the  world  are  with  us  in  this  direction.  For  a  very 
modest  investment  we  can,  in  fact,  make  a  difference.  And  the  evi- 
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dence  is  clear  that  we  have  made  a  difference  where  programs  have 
been  well  run. 

BOLIVIA 

We  have  talked,  you  and  I,  in  the  past  and,  I  think,  we  clearly 
have  more  discussions  to  do,  but  we  have  talked  about  the  impor- 
tant steps  that  have  been  made  in  Bolivia.  Bolivia  has  changed 
very  dramatically  in  the  last  10  years  from  where  it  was. 

It  was  a  drug-invaded,  very  unstable,  highly  inflationary  society, 
to  one  in  which  the  inflation  rate  is  down,  stability  of  the  govern- 
ment has  changed  and  become  much  greater,  and  democratic  insti- 
tutions are  flourishing  in  various  parts  of  Bolivia. 

This  is  a  program  that  was  done  well,  and  done  correctly.  I  am 
proud  to  say  that  coming  in  to  run  the  narcotics  and  terrorism  unit 
for  me  is  Bob  Grelbard,  who  was  our  Ambassador  to  Bolivia.  And 
I  brought  him  in  for  the  very  purpose  of  the  fact  that  he  did  this 
very  well  and  really  knows  what  he  is  about. 

We  have  made  some  significant  steps  in  Colombia.  You  know,  I 
plan  to  go  down  to  Colombia  this  fall  and  spend  time  really  looking 
at  this.  Maybe  you  and  I  ought  to  do  that  together. 

I  really  look  forward  to  going  down  and  having  a  sense  of  what 
is  happening.  I  think  this  might  be  a  very  productive  way  of  us, 
together,  coordinating  a  strategy. 

MEXICO 

In  Mexico,  we  have  made  major  strides  in  the  last  3  years  work- 
ing with  the  Mexican  Government,  in  terms  of  developing  and 
strengthening  their  countemarcotics  institutions,  their  focus  on 
their  own  demand  problem. 

The  fact  that  we  have  had  as  many  stories  in  the  paper  recently 
as  we  have,  in  fact,  illustrates  the  fact  that  much  of  this  is  work- 
ing. 

This  is  a  major  problem  for  the  United  States  of  America,  is  this 
very  long  border.  And  if  we  do  not  continue  to  work  with  the  Mexi- 
can Government  and  with  governments  to  the  south,  the  Central 
American  countries,  Guatemala,  for  example,  are  becoming  verita- 
ble freeways  for  narcotics  coming  up. 

There  is  nothing  there  to  discourage  this  in  any  way,  shape,  or 
form,  much  less,  to  let  those  governments  do  it  themselves,  we  are 
in  much  deeper  trouble. 

There  are  a  number  of  national  security  interests  for  us  in  the 
United  States.  And  clearly,  in  arguing  for  these  programs,  Mr. 
Chairman,  we  have  not  done  as  good  as  job  as  we  should  of  telling 
the  story — and  you  and  I  talked  about  this  on  the  phone — telling 
the  story,  outlining  the  successes. 

And  having  this  exchange  today  reconfirms  my  commitment  to 
make  sure  that  we  have  our  embassies  and  our  people  do  a  much 
better  job  of  outlining  those  successes  for  what  we  can  learn  from 
them,  and  also  identify  where  mistakes  have  been  made  but  we  are 
not  going  to  do  them  again. 

Senator  Leahy.  I  just  want  everybody  to  understand.  With  the 
amount  of  money  we  are  going  to  have  to  cut  the  President's  budg- 
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et  request  for  foreign  aid,  it  may  well  come  down  to  either/or — ei- 
ther the  Andean  drug  initiative  or  Russian  aid. 

I  am  one  member  of  the  committee  who  will  vote  for  aid  to  Rus- 
sia. 

In  fact,  I  cannot  think  of  any  country  or  any  item  in  the  foreign 
aid  bill  that  is  as  important  as  working  with  the  G— 7  to  help  Rus- 
sia. There  is  no  country  where  the  United  States  interests  are  more 
dramatically  at  stake  than  in  Russia. 

We  will  continue  further  discussions.  I  would  rather  talk  about 
something  where  you  and  I  worked  very  closely. 

Mr.  WiRTH.  Can  I  put  one  other  note  in,  if  I  may,  Mr.  Chairman. 
I  am 

Senator  Leahy.  I  was  about  to  say  something  nice. 

Mr.  WiRTH.  We  do  not  disagree  at  all  on  the  extraordinary  prior- 
ity, the  vast  priority  of  aid  to  Russia.  We  believe  that  if  you  look 
at  the  opportunities — and  I,  again,  have  tried  to  lay  this  out  in  the 
other  paper  which  I  submitted  to  the  committee  this  morning — we 
believe  that  there  are  very,  very  significant  opportunities  here. 

And  looking  at  these  high  area,  high  leverage  opportunities,  such 
as  work  with  Russia,  and  work  in  countemarcotics  areas  in  Latin 
America  for  a  whole  variety  of  reasons,  this  is  a  full-band  strategy, 
compared  to  a  number  of  other  things  that  we  are  doing  in  terms 
of  American  foreign  policy. 

We  have  got  to  look  at  this  more  broadly  and  not  trade  off  good 
programs  against  good  program.  We  have  got  to  clump  the  good 
programs  together  and  trade  them  off  against  the  bad  programs. 

This  is  a  broader  look  that  we  must  undertake  if  we  are  going 
to  be  serious  about  efficiently  using  the  scarce  resources  that  have 
been  entrusted  to  us  by  American  taxpayers. 

UNFPA 

Senator  LEAHY.  Let  us  talk  about  UNFPA  where  you  and  I 
fought  side-by-side  against  the  White  House  over  the  past  6  or  8 
years. 

The  administration  has  requested  $50  million  for  UNFPA  for  fis- 
cal year  1994.  The  House-passed  bill  provides  that  the  United 
States  can  only  contribute  $36  million  unless  UNFPA  withdraws 
from  China,  at  which  point  the  other  $14  million  would  be  allowed. 

Now,  does  China  have  a  coercive  population  policy  today? 

Mr.  WiRTH.  Well,  there  is  evidence,  Mr.  Chairman.  And  you  have 
seen  the  very  disturbing  stories  that  have  come  out  very  recently 
on  the  front  page  of  the  New  York  Times  of  physically  coercive 
abortion  programs  in  China,  which  we  do  not  condone  in  any  way, 
shape,  or  form,  and  which  we  would  not,  in  any  way,  shape,  or 
form  support. 

The  question  is:  Are  our  U.S.  dollars  going  to  support  those  pro- 
grams? We  believe  the  UNFPA — and  we  have  explained  this  on  a 
number  of  occasions,  and  you  have  seen  the  correspondence  and  so 
on. 

We  believe  that,  while  it  is  important  to  strongly  condemn  the 
Chinese  programs  as  we  have  done — and  Warren  Christopher  did 
that  at  the  governing  board  meeting  of  the  UNFPA — Warren  Zim- 
mermann  did  that  at  the  governing  board  meeting  of  the  UNFPA 
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in  New  York  last  week.  He  made  a  very  strong  statement  of  U.S. 
policy  and  the  combination  of  physically  coercive  programming. 

We  believe  that  while  we  condemn,  on  the  other  hand,  is  enor- 
mously important  to  understand  that  UNFPA  believes  that  they, 
by  having  this  very  small  window  of  some  $10  million  worth  of 
funding  for  Chinese  overall  program,  has  increased  the  quality  of 
services  in  China,  made  them  much  more  sensitive  to  the  needs  of 
women,  made  them  much  less  coercive,  and  has,  in  fact,  been  a 
window  for  us  to  deal  with  China  and  their  population  program. 

Senator  Leahy.  Do  you  have  any  reason  to  believe  the  UNFPA 
is  involved  in  the  coercive  actions? 

Mr.  WiRTH.  No;  I  do  not,  Mr.  Chairman.  And  I  have  met  on  a 
number  of  occasions  with  Nafis  Sadik,  the  very  able  head  of  the 
UNFPA  program. 

I  talked  to  their  program  director  in  China,  who,  in  fact,  he  was 
in  my  office  the  day  before  yesterday.  We  went  through  this  again 
in  significant  detail.  The  UNFPA  will  have  a  couple  of  missions 
there  in  July. 

Looking  at  these  population  programs,  UNFPA,  I  think,  can  cat- 
egorically state,  has  said,  "No;  they  are  not  involved  in  these  pro- 
grams, nor  are  they  supporting,  nor  are  they  condoning  them." 

Senator  Leahy.  Then  it  would  be  pretty  safe  to  say  the  UNFPA's 
policies  in  China  are  no  different  than  in  other  countries,  and  are 
separate  and  distinct  from  China's  policy. 

Mr.  WiRTH.  Absolutely. 

Senator  Leahy.  Let  us  work  together  on  how  we  get  the  United 
States  back  in  the  UNFPA.  You  and  I  are  in  total  agreement  on 
opposition  to  the  coercive  population  policies  of  China. 

I  do  not  want  to  see  UNFPA  work  tied  with  that.  So  let  us  figure 
out  how  .we  work  through  this  one,  because  the  United  States 
should  support  UNFPA. 

Whatever  the  United  States  gives  in  foreign  aid,  especially  to  the 
developing  countries,  becomes  a  moot  point  if  population  issues  are 
not  addressed  at  the  same  time. 

And  I  think  we  have  covered  a  number  of  areas  here  that  I  think 
we  should  continue  to  discuss.  I  could  not  agree  with  you  more  on 
trying  to  figure  out  good  programs,  fund  them  and  get  rid  of  bad 
programs.  Sometimes  the  debate  may  be  on  which  ones  we  consider 
good  and  which  ones  we  consider  bad.  Just  so  nobody  misunder- 
stands, I  suspect  nobody  does,  I  consider  the  priority  in  this  whole 
budget  should  be  how  we  handle  aid  to  Russia. 

I  do  not  intend  to  bring  the  foreign  aid  bill  to  the  floor  of  the 
Senate  until  I  have  figured  out  a  way  to  be  able  to  provide  the 
funding  for  at  least  most  of  what  the  President  has  promised  for 
Russia  and  the  other  former  Soviet  republics. 

It  may  be  impossible  to  fund  everything  he  has  promised,  but  at 
least  I  will  do  as  much  as  I  possibly  can.  And  the  closer  we  get  to 
finding  the  money  to  fulfill  the  President's  promises  on  Russia,  the 
more  pressure  will  be  put  on  every  other  program  in  this  bill.  So, 
let  us  continue  to  work  together. 

Mr.  WiRTH.  Mr.  Chairman,  we  thank  you  very  much.  We  appre- 
ciate your  great  support  for  these  priorities  of  the  country  at  this 
point  in  the  post-cold  war  era. 
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I  look  forward  to  working  with  you  and  Senator  McConnell,  and 
the  other  members  of  the  committee  and  I  greatly  appreciate  your 
help  and  look  forward  to  working  with  you. 

Thank  you  very  much. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Leahy.  Thank  you.  There  will  be  some  additional  ques- 
tions which  will  be  submitted  for  your  response  in  the  record. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 
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ADDITIONAL  COMMITTEE  QUESTIONS 

Coordination.   By  appointing  you  the  Administration  obyiously 
intends  for  the  State  Department  to  be  a  lot  more  involved  on 
issued  like  the  environment  and  population.   What  other 
agencies,  besides  AID,  share  jurisdiction  over  issues  you 
handle,  how  does  your  role  differ  from  theirs,  and  how  do  you 
plan  to  coordinate  your  activities  with  theirs?   Let  me  use  an 
example:   population.   How  will  policy  be  set,  who  will  speak 
for  the  Administration,  who  will  decide  on  the  budget,  who  will 
design  the  programs,  and  who  will  implement  them? 


Answer ;   A  number  of  agencies,  other  than  State  and  AID,  have 
responsibilities  related  to  different  aspects  of  international 
population  concerns,  including  biomedical  and  demographic 
research  and  participation  in  technical  forums  which  deal  with 
population-related  issues.   Among  these  are  HHS,  EPA,  DOC,  and 
DOL. 

The  State  Department  will  provide  policy  leadership  and 
coordination  on  international  population  policy  in  close 
collaboration  with  AID  as  well  as  other  units  or  agencies 
concerned.   State  has  convened  inter-agency  consultations  to 
develop  an  overall  international  population  policy  framework. 
Under  the  State  Department  reorganization  plan  that  has  been 
submitted  to  Congress,  as  Under  Secretary  for  Global  Affairs,  I 
will  supervise  the  Bureau  for  Population,  Refugees  and 
Migration. 

AID  is  responsible  for  assisting  developing  countries  with 
population  and  family  planning  programs  as  well  as  a  wide  range 
of  related  women's  health,  education,  and  child  survival 
programs.   AID  and  State  are  working  closely  together  on  policy 
matters,  and,  where  appropriate,  on  specific  decisions 
affecting  budgets,  program  design,  and  implementation  of  our 
bilateral  assistance. 

UNDER  SECRETARY  FOR  GLOBAL  AFFAIRS 

The  Secretary's  reorganization  of  the  State  Department  has 
given  direct  line  responsibilities  to  the  Under  Secretaries. 
The  Secretary  and  Deputy  Secretary  meet  on  a  daily  basis  with 
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the  Under  Secretaries,  providing  opportunities  to  raise  issues, 
pass  along  guidance,  and  coordinate  responsibilities. 


I  in  turn  meet  twice  weekly  with  t 
Secretaries  with  direct  responsibility 
with  issues  concerning  the  environment 
human  rights,  narcotics  and  refugees; 
with  each  of  the  Assistant  Secretaries 
arise.  These  meetings  allow  me  to  pas 
Secretary  to  the  Assistant  Secretaries 
activities  of  the  bureaus  in  dealing  w 
meeting  also  offer  the  Assistant  Secre 
raise  their  issues  and  concerns  direct 


he  four  Assistant 

for  the  bureaus  dealing 
,  population,  democracy, 
I  also  meet  separately 

almost  daily  as  issues 
s  guidance  from  the 

and  coordinate  the 
ith  global  issues.   Our 
taries  an  opportunity  to 
ly  with  me. 


Population  Strategy.   I  think  our  global  population  strategy 
must  be  closely  integrated  with  our  child  survival,  women's 
health,  women's  literacy,  and  economic  empowerment  programs. 
Studies  show  clearly  all  these  indicators  are  directly  linked 
to  fertility  rates.   We  have  to  develop  a  global  strategy  that 
coordinates  our  activities  in  all  these  areas. 

What  is  your  own  view  of  what  our  global  population 
strategy  should  be?   How  soon  do  you  see  decisions  on  a  Clinton 
international  population  strategy?   When  can  we  expect  those 
decisions  to  be  reflected  in  resource  allocations  and  program 
designs?   When  can  Congress  expect  to  receive  a  written 
statement  of  the  Administration's  international  population 
strategy? 


Answer :   The  Administration's  goal  is  to  craft  a  global 
population  strategy  that  takes  a  comprehensive  approach  to  the 
rights  and  needs  of  women  while  incorporating  the  linkages  you 
have  identified  as  well  as  those  between  population  growth  and 
environmentally  sustainable  development.   The  elements  of  the 
strategy  have  already  been  introduced  in  recent  public 
statements  by  myself  and  other  Administration  officials. 

The  strategy  will  help  shape  not  only  the  allocation  of 
U.S.  funds  but  also  the  kind  of  support  the  administration 
would  like  to  provide  to  population  programs  on  a  policy  level 
--  in  dialogue  with  other  governments,  in  the  world  population 
conference  planned  for  Cairo  next  year,  and  in  our  support  to 
multilateral  programs  of  the. United  Nations  and  the 
international  development  banks. 

As  you  know,  A.I.D.  was  asked  by  Congress  last  year  to 
prepare  a  strategy  specifically  for  A.I.D.  population 
assistance,  which  I  understand  they  expect  to  submit  soon. 
This  strategy  will  be  consistent  with  the  overall  policy 
directions  that  have  been  set  thus  far  by  the  Administration. 
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Global  Warming.   Several  years  ago.  Senator  Robert  Kasten  and  I 
established  a  global  warming  initiative  in  the  foreign 
operations  bill.   Our  purpose  was  to  try  to  get  AID  to -focus 
its  energy  and  forestry  programs  in  key  countries  that  are 
primarily  responsible  for  contributing  to  global  warming. 

AID,  frankly,  did  as  little  as  it  could  to  respond  to  this 
initiative.   AID,  apparently,  does  not,  or  at  least  did  not, 
view  protection  of  the  environment  as  a  "development"  issue. 

I  know  global  warming  is  a  concern  of  yours.   What  ideas  do 
you  have  for  using  the  foreign  aid  program  to  deal  with  global 
warming? 

What  other  priorities  do  you  see  for  using  foreign  aid  to 
protect  the  environment? 

Answer 

o  The  AID  reorganization  now  under  consideration  by  the 
administration  would  highlight  the  environment  as  one 
of  the  new  AID'S  priorities. 

o     The  AID  administrator  is  working  closely  with  State  to 
develop  a  plan  of  action  that  would  clarify  the  role  of 
AID'S  bilateral  assistance  activities  and  the  global 
warming  initiative  as  part  of  the  new  Administration's 
more  aggressive  leadership  role  in  addressing  global 
climate  change. 

o     More  broadly,  the  Department  is  chairing  an  interagency 

review  looking  at  how  to  make  our  environmental 

assistance  programs  more  effective  in  combatting 

climate  change  and  other  global  environmental 

challenges.   When  completed,  I  will  share  the  results 

of  our  review  with  you. 

Renewable  Energy  Policies.   In  past  years,  we  have  earmarked 
funds  for  renewable  energy  programs.   This  year  I  am  going  to 
try  and  limit  earmarks,  but  I  want  to  be  sure  that  this  program 
continues.   American  renewable  energy  companies  want  to  compete 
for  foreign  markets,  and  we  should  help  them.   What  more  can  be 
done  to  expand  the  use  of  American  renewable  energy 
technologies  through  the  foreign  aid  program?   Can  you  get  some 
attention  paid  to  that  in  AID  and  the  State  Department?- 

Answer 

o   As  you  know,  I  agree  completely  with  you  that  the  market 
for  renewable  energy  technologies  and  environmental 
technology  in  general  is  far  too  large  to  ignore.   Many 
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developing  countries  face  imminent  power  shortages,  and  at 
the  same  time  they  are  becoming  increasingly  concerned 
about  environmental  degradation. 

o   AID  is  currently  funding  projects  in  Mexico,  the 

Philippines,  Indonesia,  Bolivia  and  elsewhere  to  promote 
renewable  energy  technology,  including  wind,  biomass  and 
hydropower . 

o    It  also  funds  trade  missions  by  renewable  energy 

technology  companies  examining  opportunities  in  other 
countries.   In  addition.  State  maintains  Regional  Resource 
Officers  at  strategically  placed  embassies  to  assist  U.S. 
energy  technology  export  companies. 

o   State  will  work  with  other  trade  oriented  agencies  to 
promote  exports  of  U.S.  energy  technologies. 

o    AID  Administrator  Brian  Atwood  is  currently  reviewing  many 

aspects  of  AID  programs,  including  energy  policy.   I  look 

forward  to  working  with  him  to  ensure  that  renewable 

energy  and  energy  efficiency  play  an  important  role  in  our 

bilateral  energy  assistance  programs. 

International  Environmental  Policy.   Please  explain  how  this 
Administration  is  going  to  set  international  environmental 
strategy?   How  are  the  activities  of  the  Environmental 
Protection  Agency,  the  Department  of  Energy,  State,  Treasury, 
AID  and  a  host  of  other  federal  agencies  going  to  be 
effectively  coordinated  so  that  we  finally  speak  with  one 
voice  on  international  environment?   How  much  authority  are 
you  going  to  have  to  be  the  focal  point  for  policy 
coordination? 

Answer 

o    I  and  my  staff  are  working  closely  with  the  National 
Security  Council  and  the  White  House  Office  of 
Environmental  Policy  to  develop  a  coherent  and  positive 
U.S.  policy  on  international  environmental  issues. 

o   The  Department  of  State  is  responsible  for  leadership  and 
coordination  of  United  States  environmental  policy  abroad. 
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0  Interagency  cooperation  is  essential  to  the  achievement  of 
our  international  environmental  goals.   The  Department 
chairs  an  interagency  group  conducting  an  extensive  review 
of  major  global  environmental  issues.   This  review,  when 
completed,  will  constitute  a  comprehensive  international 
strategy  for  the  Clinton  Administration. 

Refugees   The  number  of  refugees  in  the  world  is  now  about  17 
million  --  but  the  amount  of  assistance  worldwide  for  refugees 
has  failed  to  keep  up.   In  addition,  the  tolerance  for  refugees 
in  the  countries  that  have  traditionally  welcomed  them  has  been 
declining  sharply.   Many  countries  are  passing  laws  to  keep 
immigrants  out,  or  to  sharply  reduce  the  numbers  that  can  enter. 

1  am  pleased  that  the  Administration  is  requesting  a  $20 
million  increase  for  refugee  programs  in  FY94 .   This  is  a 
welcome  shift  from  the  past  Administration,  which  routinely 
underfunded  this  account.   But  besides  this,  what  changes  do 
you  see  in  the  refugee  assistance  program  and  the  US  refugee 
policy? 

Answer   Refugee  assistance  programs  support  U.S.  foreign  policy 

objectives  through  the  protection  of  refugees  and  conflict 

victims,  the  provision  of  basic  needs  to  sustain  life  and 

health,  and  the  resolution  of  refugee  situations  through 

repatriation  and  local  integration,  or  permanent  resettlement 

in  a  third  country  --  including  the  U.S. 

U.S.  refugee  policy  seeks  to  internationalize  the  response  to 
refugee  needs  around  the  world  and  improve  the  coordination  of 
international  humanitarian  relief  programs.   Accordingly,  the 
Department  contributes  most  of  its  refugee  assistance  funds  in 
support  of  the  worldwide  programs  administered  by  international 
organizations  —  in  particular,  the  United  Nations  High 
Commissioner  for  Refugees  (UMHCR)  and  the  International 
Committee  of  the  Red  Cross  (ICRC).   New  emergencies,  such  as 
the  crisis  in  the  former  Yugoslavia,  and  new  repatriation 
opportunities,  such  as  in  Cambodia,  have  increased  the  need  for 
funds  by  these  and  other  international  organizations. 
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The  Administration's  FY94  budget  request  seeks 
$33  million  increase  in  the  portion  of  our  budget  which 
supports  international  refugee  assistance  activities.   This 
increase  reflects  both  the  growth  in  refugee  numbers  (primarily 
in  Africa)  and  the  delay  in  hoped-for  conflict  resolution  and 
repatriation  in  1992-93. 

The  end  of  the  Cold  War  and  the  demise  of  totalitarian 
governments  also  have  created  new  areas  of  conflict  and  new 
populations  of  displaced  persons  and  refugees.   In  the  past  two 
years  refugees  and  displaced  in  Europe  have  grown  to  almost 
four  million  persons. 

I  am  concerned  about  continued  sales  of  military  equipment  to 
countries  which  are  undemocratic  or  which  have  significant 
human  rights  abuses.   Recently,  I  heard,  purely  by  accident, 
that  the  Administration  is  considering  granting  a  license  for 
the  transfer  of  F-5  fighter  planes  from  Jordan  to  Indonesia. 

Last  year,  the  Congress  cut  off  our  small  military  aid  program 
to  Indonesia  because  of  gross  human  rights  problems  there, 
including  a  massacre  of  unarmed  demonstrators.   Two  months  ago, 
the  Clinton  Administration  sponsored  a  resolution  at  the  UN 
Human  Rights  Commission  in  Geneva  condemning  the  Indonesian 
Government.   How  can  permitting  the  transfer  of  combat  aircraft 
possibly  be  consistent  with  these  actions?   Has  a  decision  been 
made  on  whether  to  go  forward  with  this?   Will  you  have  an 
opportunity  to  weigh  in  on  this? 

Does  the  Administration  have  a  policy  about  granting  licenses 
for  sales  of  military  equipment  to  countries  after  military  aid 
to  those  same  countries  has  been  suspended? 

Answer ;   The  Adminstration  does  not  have  a  pre-determined 
policy  about  granting  licenses  for  sales  of  military  equipment 
to  countries  after  military  aid  to  those  same  countries  has 
been  suspended.   Our  response  in  such  cases  is  tailored  to  the 
specific  country  situation.   We  can  assure  you,  however,  that 
human  rights  concerns  are  carefully  considered  in  developing 
our  policy  toward  all  countries. 

The  Administration  is  aware  of  the  human  rights  problems  in 
East  Timor,  and  we  are  seeking  ways  to  improve  the  situation 
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there.   As  you  have  indicated,  the  United  States  co-sponsored  a 

resolution  on  East  Timor  during  the  March  meeting  of  the  UN 

Human  Rights  Commission.   We.  continue  to  press  Indonesia  both 

bilaterally  and  raultilaterally  to  improve  its  human  rights 

record. 

The  Administration  has  not,  however,  cut-off  military  equipment 

exports  and  sales  to  Indonesia.   The  Department  of  State 

evaluates  military  sales  to  Indonesia  on  a  case-by-case  basis 

giving  serious  consideration  to  the  human  rights  impact  of  the 

proposed  sale  and  what  the  impact  of  any  decision  may  be  on  our 

other  interests  in  Indonesia.   Our  objective  is  to  use  arms 

sales  flexibly  as  a  foreign  policy  tool  to  advance  most 

effectively  our  multiple  objectives  in  Indonesia,  of  which 

human  rights  is  an  important  part. 

We  have  made  no  decision  on  Jordan's  request,  and  assure  you 

that  we  will  consult  fully  with  the  Congress  before  doing  so. 

The  Department's  Bureau  of  Human  Rights  and  Humanitarian 

Affairs  and  I  will  have  the  opportunity  make  our  views  known  as 

part  of  the  decision  making  process. 


QUESTIONS  SUBMITTED  BY  SENATOR  DANIEL  K.  INOUYE 

Cooperative  Development  Program.   The  Cooperative  Development 
Research  (CDR)  and  Cooperative  Development  Project  (CDP) 
provisions  in  the  foreign  aid  bill  provide  U.S.  funding  for 
Israeli  expertise  to  be  shared  with  the  developing  world. 
Through  this  program,  less  developed  countries  have  gained 
access  to  Israeli  scientific,  technical  and  development 
expertise . 

Currently,  the  CDR/CDP  program  between  Israel  and  the  CIS 
exists  mainly  in  the  realm  of  agriculture.   But  many  in  Central 
Asia  have  expressed  an  interest  in  technical  assistance  from 
Israel  in  public  health  programs,  vocational  training, 
environmental  training,  and  environmental  clean  up. 

What  funding  levels  are  you  requesting  for  this  program  for 
FY  1994?   Do  you  think  expanding  CDR/CDP  to  cover  these 
additional  areas  would  be  an  effective  way  for  the  United 
States  to  promote  environmental  programs  abroad? 

Currently,  the  United  States  is  providing  $4  million  for 
cooperative  development  programs  among  Israel  and  the  newly 
independent  Soviet  Republics. 


614 


What  are  your  thoughts  on  expanding  agricultural, 
environmental,  and  public  health  cooperative  programs  in 
the  new  republics  of  the  former  Soviet  Union?   How  would 
expanded  cooperative  projects  between  the  CIS  and  Israel 
enhance  U.S.  policy  goals  in  the  former  Soviet  Union, 
particularly  in  containing  Iranian  influence  in  the  Central 
Asian  Republics? 

Answer ;   The  Agency  for  International  Development  (AID)  expects 
to  provide  $4  million  of  FY  1992  carryover  ESF  funds,  and  $5 
million  of  FY  1993  funds,  for  the  CDR  and  CDP  programs  in 
Central  Asia  and  Georgia.   Since  both  programs  are  in  the 
earliest  stages  of  implementation,  the  Administration  will 
evaluate  the  progress  and  achievements  of  these  programs  before 
considering  additional  resource  commitments.   As  these  programs 
develop,  we  will  review  any  additional  resource  requirements 
within  the  context  of  the  programmatic  and  budgetary  priorities 
of  our  overall  assistance  program  to  the  New  Independent  States 
(NIS) ,  as  well  as  Israel's  ability  to  contribute  to  any 
expanded  program. 

The  agricultural  focus  of  the  current  CDR/CDP  programs 
recognizes  both  the  high  priority  accorded  this  sector  by  the 
NIS  participant  countries  as  well  as  Israel's  significant 
comparative  advantage  in  arid  and  semi-arid  agriculture, 
irrigation,  and  water  management.   This  sector  was  selected  in 
consultation  with  Israeli  officials  as  the  focus  for  the 
CDR/CDP  programs.   Assistance  in  other  areas,  including  public 
health,  environment,  and  professional  training,  is  a  major 
focus  of  the  U.S.  bilateral  assistance  program  in  the  NIS. 

These  cooperative  programs,  as  well  as  the  diplomatic 
presence  which  Israel  has  established  in  most  of  these 
countries,  contribute  to  U.S,  foreign  policy  and  foreign 
assistance  objectives  in  the  NIS.   The  current  size  of  the 
cooperative  programs  is  an  effective  means  of  promoting  the 
bilateral  relationships  which  Israel  is  developing  in  the 
process  of  implementing  the  existing  CDR/CDP  programs. 
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Question 


The  rise  of  Islamic  extremism  has  become  an  emerging  danger  in 
Arab  countries  across  the  Middle  East  and  North  Africa.   The 
Islamic  Republic  of  Iran  is  the  chief  state  sponsor  of 
international  terrorism.   Islamic  extremist  movements  in 
countries  like  Egypt  support  terrorist  activity,  oppose 
cooperation  with  the  West,  and  threaten  the  stability  of 
governments . 

How  can  the  United  States  promote  democratic  ideals  in 
countries  where  Islamic  extremism  has  significant  popular 
support? 

How  can  we  develop  democratic  institutions  and  greater  respect 
for  human  rights  without  strengthening  those  who  ultimately 
will  seek  to  establish  an  anti-democratic  and  anti-Western 
regime? 


Answer 

Recognizing  that  our  influence  in  this  domain  is  somewhat 
limited,  we  should: 

o    Encourage  the  emergence  of  moderate  political 

doctrines,  be  they  secular  or  religious.   We  note  that 
most  citizens  of  Muslim  countries  do  not  support 
extremism  and  the  use  of  violence  to  obtain  their 
political  goals. 

o     Focus  on  the  need  for  the  rule  of  law,  protection  of 
universally-recognized  individual  rights,  and  on  the 
need  for  governments  to  end  torture  and  incommunicado 
..detention.   Respect  for  the  rule  of  law  will  impose 
obligations  and  responsibilities  on  both  the  governors 
and  the  governed. 

o.    Undertake  practical  efforts,  such  as  training  and 

holding  police  forces  accountable,  so  that  they  will 
rely  less  on  coercion  and  torture. 
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We  also  need  to  help  governments  and  societies  in  the 
region  overcome  economic  and  social  problems  on  which  radical 
movements,  be  they  religious  or  secular,  thrive.   Pervasive 
social  injustice  is  the  single  most  important  factor  in 
generating  the  phenomenon  of  extremism  in  these  societies. 

We  defend  the  rights  of  individuals  to  express  freely  their 
non-violent  political  beliefs.   Thus,  in  the  Middle  East  and 
North  Africa,  we  sometimes  find  ourselves  defending  the  rights 
of  those  whose  views  on  democracy  do  not  coincide  with  our  own. 

Question 

Although  the  State  Department  has  consistently  labeled  Iran 
as  the  most  dangerous  state  sponsor  of  international  terrorism, 
the  international  community  has  consistently  refused  to  take 
this  threat  seriously.   Last  month  the  World  Bank  agreed  to 
provide  a  $460  million  loan  to  the  government  of  Iran,  and  is 
said  to  be  considering  additional  loans  to  Iran  in  the  next 
five  years  which  would  total  in  the  multi-billion  dollar 
range.   While  the  United  States  opposes  these  loans  and  other 
signs  of  international  support  for  Iran,  U.S.  opposition  means 
nothing  while  our  allies  continue  to  condone  Iranian  activities. 

What  can  the  United  States  do  to  convince  the  international 
community  of  the  seriousness  of  the  security  threat  that  Iran 
poses?   How  can  the  United  States  assure  that  there  is  some 
means  of  accountability  for  the  countries  who  condone  Iran's 
activities? 

Answer 


Our  many  differences  with  the  Iranian  government  stem  from  our 
deep  objections  to  five  aspects  of  Tehran's  behavior:   its 
support  of  terrorism,  pursuit  of  weapons  of  mass  destruction, 
violence  against  the  peace  process,  subversion,  and  human 
rights  abuses.   In  addition  to  our  own  long-standing  sanctions, 
we  seek  increased  and  focused  bilateral  and  international 
pressure  to  convince  Tehran  that  it  cannot  hope  to  have  normal 
relations  with  the  community  of  nations  while  flouting  the 
norms  of  international  conduct. 
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Let  me  be  clear — we  are  working  actively,  and  at  every  level, 
to  support  this  policy.   At  President  Clinton's  suggestion,  the 
Tokyo  G-7  summit  political  declaration  for  the  first  time 
specifically  addressed  Iran's  unacceptable  behavior.   When 
Secretary  Christopher  met  with  EC  and  Canadian  Foreign 
Ministers  in  Luxembourg  this  June,  he  reached  an  agreement  on 
the  formation  of  a  U.S.  -  EC  -  Canadian  working  group  on  Iran. 
Assistant  Secretary  Djerejian  led  our  delegation  in  the  first 
working  group  session  on  July  9,  which  began  discussions  on  a 
common  agenda.   We  also  seek  to  reform  the  accounting  and 
control  of  sensitive  technology  exports. 

We  plan  to  remain  active  with  the  Europeans  and  the  Japanese  to 
build  on  recent  progress.   We  do  not  seek  to  engage  in 
gratuitous  Iran-bashing;  we  <iQ  intend  to  use  extensive  economic 
pressure  to  encourage  Iran  to  change  the  behavior  we  find 
unacceptable.   This  distinction  is  central  to  our  efforts  to 
enlist  key  allies  in  efforts  which  complement  our  own,  while 
making  clear  to  Iran  that  changes  in  its  behavior  will  serve 
its  broader  interests. 

Question 

On  two  occasions,  the  Senate  passed  legislation  which  included 
calling  for  the  establishment  of  a  Middle  East  environmental 
cooperation  initiative,  the  Middle  East  Environmental  Defense 
Network  (lEDEN)  .   EDEN  provides  a  way  for  Middle  East  countries 
to  cooperate  on  environmental  problems  ranging  from  pollution 
of  the  Aqaba  Sea  to  agriculture  and  water  conservation.   Not 
only  does  the  program  provide  a  forum  for  great  environmental 
advances,  it  also  encourages  diplomatic  cooperation  between 
countries  with  a  long  history  of  mutual  hostility,  countries 
who  will  again  sit  down  to  discuss  peace  this  month. 

Mr.  Secretary,  you  came  into  your  position  with  an 
environmental  mandate,  and  I  know  how  important  this  issue  is 
to  you. 

--  Do  you  think  the  EDEN  program  would  be  an  effective  way 
to  encourage  greater  regional  involvement  in  promoting 
environmental  protection  and  rehabilitation  in  the 
Middle  East? 


618 


--  will  the  Administration  support  Project  EDEN  for  the 
environmental  advances  and  confidence  building  measures 
it  creates? 

Another  of  EDEN's  central  objectives  is  to  promote  environment 
related  technology  transfer  and  identify  new  technologies  which 
contribute  to  environmental  protection  and  maintenance  by 
promoting  public  and  private  initiatives  in  regional  planning, 
joint  infrastructure  investment,  water  conservation,  water 
quality  management,  air  quality  management,  waste  management, 
desalinization,  reforestation,  energy  efficiency,  and  numerous 
other  programs. 

,    —  Do  you  support  EDEN  as  a  means  to  promote  multilateral 
U.S.  programs  (such  as  the  Middle  East  Regional 
Cooperation  program)  which  attempt  to  promote  regional 
cooperation  and  technological  advances  in  these  areas? 

A.   Pursuant  to  the  legislation  passed,  we  have  reviewed 

Project  Eden  very  carefully  and  concluded  that  it  has  been 

overtaken  by  the  activities  of  the  Middle  East  Peace  Process 

Working  Groups.   Eden  was  conceived  long  before  the  Madrid 
Conference.   Madrid,  however,  has  made  the  hope  for  a  regional 
environmental  initiative  a  reality.   Israelis,  Palestinians  and 
the  Arab  states  are  now  seriously  addressing  water,  environment 
and  economic  development  issues  within  the  framework  of  the 
multilateral  track  of  the  peace  process.   The  Multilateral 
Working  Group  on  the  Environment,  involving  some  40  region&l 
and  ext raregional  parties,  is  holding  workshops,  sponsoring 
training  seminars  and  implementing  other  projects  on 
environmental  management,  maritime  pollution,  wastewater 
treatment  and  desertification.   These  activities  are  supporting 
the  bilateral  negotiating  process  and  making  a  start  toward 
regional  cooperation  on  environmental  issues.   Moreover,  EDEN 
would  also  duplicate  the  regional  environmental  programs 
currently  being  implemented  through  the  Middle  East  Regional 
Cooperation  (MERC)  Program. 
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SUBCOMMITTEE  RECESS 


Senator  Leahy.  The  subcommittee  will  stand  in  recess  until  2:30 
p.m.,  Tuesday,  June  15,  when  we  will  hear  from  nondepartmental 
witnesses. 

[Whereupon,  at  12:30  p.m.,  Friday,  June  11,  the  subcommittee 
was  recessed  to  reconvene  at  10  a.m.,  Tuesday,  June  15.] 
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FOREIGN  OPERATIONS,  EXPORT  FINANCING, 
AND  RELATED  PROGRAMS  APPROPRIA- 
TIONS FOR  FISCAL  YEAR  1994 


WEDNESDAY,  JUNE  30,  1993 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 
The  subcommittee  met  at  2:10  p.m.,  in  room  SD-138,  Dirksen 
Senate  Office  Building,  Hon.  Patrick  J.  Leahy  (chairman)  presid- 
ing. 
Present:  Senators  Leahy,  Lautenberg,  and  Hatfield. 

DEPARTMENT  OF  STATE 

Bureau  for  Refugee  Programs 
statement  of  ambassador  warren  zimmermann,  director 

opening  remarks  of  senator  leahy 

Senator  LEAHY.  Good  afternoon.  I  wish  to  welcome  Warren  Zim- 
mermann,  who  is  the  Director  of  Refugee  Programs  at  the  State 
Department.  I  was  just  commenting  to  Ambassador  Zimmermann, 
I  remember  the  first  time  we  met  in  Moscow,  and  I  walked  into  his 
office  and  saw  Vermont  Life  magazine  there.  And  I  said,  by  golly, 
the  State  Department  knows  how  to  prepare.  But  it  was  because 
of  the  Ambassador's  own  involvement  with  the  State  of  Vermont, 
and  he  has  of  course  gone  to  many  other  areas  in  the  world  since 
then,  serving  each  time  with  even  greater  distinction  from  the  time 
before,  if  that  was  at  all  possible. 

I  wish  to  particularly  commend  Senator  Hatfield.  He  has  been  a 
leader  in  the  Senate  on  refugee  issues  and  shown  such  leadership 
before  I  was  in  the  Senate  and  continues  to.  And  the  reason  for 
this  hearing  today  is  because  of  Senator  Hatfield,  who  requested  it. 
The  recent  United  States  Supreme  Court  decision  upholding  the 
administration's  policy  of  forcefully  returning  Haitian  refugees,  and 
the  agony  that  hundreds  of  thousands  of  refugees  are  facing  in 
Bosnia,  Sudan,  and  Iraqi  Kurdistan,  make  this  hearing  particularly 
timely. 

Because  of  one  other  hearing  at  the  same  time,  I  will  only  be 
able  to  stay  a  short  period  of  time,  but  Senator  Hatfield,  of  course, 
will  chair  the  hearing  in  my  absence. 

When  I  think  of  refugees.  Senator,  I  think  of  right  at  the  end  of 
the  Persian  Gulf  war  and  I  helicoptered  into  a  Kurdish  refugee 
camp  inside  Iraq.  And  you  hear  almost  as  a  cliche  about  people 
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clinging  to  the  mountainside,  but  that  indeed  is  what  they  were 
doing.  I  recall  going  in  there,  and  this  is  one  of  the  better  run  ones, 
and  seeing  the  result  of  disease,  dysentery,  and  ever3rthing  else. 
And  during  just  the  few  hours  that  I  was  there,  seeing  three  dif- 
ferent processions  up  onto  the  side  of  a  mountain  carrying  corpses 
of  families  being  buried. 

I  think  in  the  wake  of  the  cold  war,  as  brutal  conflicts  tear  at 
so  many  of  the  world's  nations,  many  more  people  are  forced  to 
abandon  their  homes  and  live  as  refugees.  In  fact,  the  past  year  the 
number  of  refugees  has  grown  by  almost  1  million.  A  total  of  over 
17  million  fleeing  ethnic  conflict  and  war  or  political  persecution. 
There  are  an  additional  24  million  internally  displaced  men, 
women,  and  children.  That  puts  the  world's  homeless  population  at 
over  40  million  people.  In  another  way  of  looking  at  it,  for  me,  that 
is  80  times  the  total  population  of  my  own  State. 

Now,  the  refugee  assistance  program  has  been  consistently  un- 
derfunded, and  it  has  frustrated  me  and  others  in  this  subcommit- 
tee. I  am  glad  the  administration  has  requested  a  refugee  assist- 
ance package  that  is  $20  million  larger  than  the  fiscal  1993  appro- 
priation. 

But  we  are  still  on  a  collision  course.  In  the  4  years  since  I  be- 
came  chairman  of  this  subcommittee,  the  number  of  refugees  has 
continued  to  grow,  the  foreign  aid  budget  has  continued  to  shrink. 
We  have  managed  to  find  money  for  refugees,  but  it  has  been  a 
yearly  struggle,  especially  as  other  countries  are  cutting  back  their 
support. 

So,  Mr.  Ambassador,  I  cannot  help  but  wonder  if  it  is  time  to  re- 
assess the  way  the  international  community  deals  with  the  refugee 
problems.  And  I  will  submit  for  the  record  the  question  of  whether 
there  is  some  better  way  of  doing  this,  or  do  we  continue  to  go 
through  this  kind  of  vearly  trauma  as  we  try  to  keep  the  U.N.  High 
Commissioner  for  remgees  from  going  bankrupt. 

There  has  got  to  be  some  way  to  plan  this  out  on  a  longer  range 
basis.  It  would  certainly  make  your  job  a  lot  easier.  But  I  think  it 
would  reflect  the  humanitarian  nature  of  the  United  States  a  lot 
better,  because  much  as  we  would  like  to  see  an  era  where  there 
are  no  refugees  anywhere  in  the  world,  any  of  us  with  any  kind  of 
a  sense  of  history  or  awareness  of  what  is  going  on  the  world  know 
that  that  day  is  not  going  to  come  in  the  near  future.  But  I  will 
submit  that  and  some  other  questions. 

But  this  really  is  Senator  Hatfield's  hearing,  and  I  am  going  to 
yield  to  him. 

OPENING  REMARKS  OF  SENATOR  MARK  O.  HATFIELD 

Senator  Hatfield  [presiding].  Thank  vou,  Mr.  Chairman.  What- 
ever progress  we  have  made  on  the  refugee  front  could  not  have 
happened  without  Chairman  Leahy's  wholehearted  support  and  co- 
operation. It  has  been,  indeed,  a  bipartisan  effort.  It  has  been  a 
great  joy  to  work  with  Senator  Leahy  on  this  and  other  matters 
that  we  have  strong  feelings  about. 

I  am  going  to  just  highlight  and,  Mr.  Chairman,  I  would  like  my 
full  statement  placed  in  the  record,  but  I  would  like  to  highlight 
a  few  points  here.  Although  the  President's  budget,  as  we  have 
seen  these  general  restrictions  made,  did  provide  for  a  $20  million 
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increase  in  migration  and  refugee  assistance,  I  think  we  have  to 
look  at  some  other  poUcies  and  some  other  signals  that  cause  me 
concern  about  the  future  refugee  program.  I  would  like  to  thank 
Ambassador  Zimmermann  for  being  here  today  to  help  us  explore 
some  of  these  concerns. 

As  you  know,  Mr.  Ambassador,  the  United  States  has  tradition- 
ally taken  a  humanitarian  approach  to  assisting  refugees  and  dis- 
placed persons  in  need.  And  I  do  not  think  we  can  forget,  and  we 
should  reiterate  from  time  to  time,  that  as  a  superpower  the  Unit- 
ed States  has  responsibility  to  promote  world  stability.  And  allow- 
ing other  countries  to  carry  on  human  rights  abuses  and  harsh  re- 
pression against  their  own  countrymen  undermines  this  stability 
and  puts  an  additional  strain  on  the  many  countries  which  attempt 
to  absorb  the  flow  of  refugees. 

I  must  say  that  my  impression  of  recent  administration  actions 
signal  a  decision  to  downplay  its  involvement  and  leadership  on 
refugee  issues.  For  example,  the  United  States  is  giving  up  the  No. 
2  position  at  the  High  Commissioner  for  Refugees,  UNHCR  pro- 
gram, and  the  U.S.  contributions  to  UNHCR  have  fallen  from  20 
percent  of  their  budget,  down  from  22  percent  in  1992  and  30  per- 
cent in  1981. 

In  addition,  the  United  States  continues  to  blockade  Haiti,  to 
prevent  Haitian  citizens  from  fleeing  persecution  and  unstable  con- 
ditions in  Haiti  despite  years  of  work  to  preserve  first  asylum  for 
those  fleeing  persecution  in  Indochina,  Burma,  Ethiopia,  and  Nica- 
ragua. 

Mr.  Ambassador,  these  recent  events  concern  me  greatly.  I  hope 
that  you  can  dispel  some  of  these  concerns  in  your  testimony  and 
to  give  us  a  clearer  understanding  of  what  the  administration 
plans  are  in  regard  to  refugees  and  the  Bureau  of  Refugee  Pro- 
grams. 

That  is  sort  of  a  highlight  of  some  points  and  I  would  now,  Mr, 
Ambassador,  like  to  thank  you  again  for  coming  today  and  ask  you 
to  handle  your  testimony  in  any  way  you  desire,  whether  you  want 
to  highlight  it,  as  we  have  the  full  statement  which  will  be  placed 
in  the  record.  And  then  I  have  a  fairly  good  number  of  questions 
that  then  I  would  like  to  go  into  further  exploration  with  you. 

Thank  you  again  for  your  presence. 

PREPARED  STATEMENT  OF  SENATOR  D'AMATO 

At  this  point  in  the  record,  I  would  like  to  include  a  statement 
from  Senator  D'Amato. 
[The  statement  follows:] 

Statement  of  Senator  Alfonse  M.  D'Amato 

I  would  like  to  welcome  Ambassador  Zimmermann  to  our  committee.  He  has 
served  with  distinction  as  U.S.  Ambassador  to  Yugoslavia  and  he  is  quite  knowl- 
edgeable about  the  plight  of  refugees,  especially  in  former  Yugoslavia. 

Briefly,  I  wish  to  comment  on  the  plight  of  the  Bosnian  refugees  and  inquire  why 
such  a  small  number  of  them  are  being  allowed  even  temporary  entrance  into  the 
United  States.  I  understand  that  to  some  extent,  the  Bosnian  refiigees  are  staying 
in  Europe,  yet  with  over  a  million  there  are  many  that  need  to  come  to  the  United 
States  for  medical  attention  or  for  family  reunification.  I  strongly  urge  you  to  work 
for  an  increase  in  the  number  of  Bosnian  refugees. 

I  also  wish  to  address  the  condition  of  the  Vietnamese  boat  people  that  are  being 
coerced  into  returning  to  Vietnam.  Since  the  end  of  the  Vietnam  War,  over  1.5  mil- 
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lion  Vietnamese  boat  people  have  fled  their  country  under  harsh  circumstances  in 
rickety  boats,  risking  their  lives  to  escape  the  harsh  Communist  rule  of  Vietnam. 
In  1991,  British  officials  in  Hong  Kong  began  to  forcibly  return  these  unfortunate 
people  to  Vietnam,  throwing  them  back  into  the  Vietnamese  dungeon. 

It  is  regrettable  that  the  State  Department  has  not  paid  enough  attention  to  the 
plight  of  Qie  boat  people.  While  the  United  Nations  High  Commissioner  for  Refugees 
uses  American  tax  dollars  to  fund  some  of  his  office's  work,  I  would  recommend  that 
screening  for  the  boat  people  be  fair  and  that  they  are  treated  fairly  and  that  these 
people  not  be  forced  to  return  to  a  nation  that  continues  along  the  road  of  egregious 
human  rights  violations. 

I  look  forward  to  working  in  the  future  with  Ambassador  Zimmermann  on  the 
issue  of  Refugee  Affairs.  Thank  you  Mr.  Chairman. 

SUMMARY  STATEMENT  OF  AMBASSADOR  ZIMMERMANN 

Ambassador  Zimmermann.  Thank  you,  Senator.  It  is  a  pleasure 
to  be  here,  and  I  must  say  that  the  concerns  you  have  highlighted 
are  concerns  that  we  are  grappling  with  as  well. 

I  have  a  short  statement  I  could  make  and  I  think  it  will  deal 
with  some  of  the  issues  you  raised.  And  then,  of  course,  I  would 
be  very  happy  to  go  into  more  detail  or  to  get  at  some  of  the  other 
points  of  your  concerns. 

Senator  Hatfield.  Please  proceed. 

Ambassador  ZiMMERMANN.  Senator  Hatfield,  I  appreciate  this  op- 
portunity to  appear  before  you  today  to  discuss  our  fiscal  1994 
budget  request,  as  well  as  the  department's  reorganization  as  it  af- 
fects the  Bureau  for  Refugee  Programs,  and  refugee  and  migration 
problems  worldwide.  I  will  keep  this  statement  brief  and  ask  that 
the  full  text  of  my  statement,  which  has  been  provided,  be  inserted 
in  the  record. 

The  historic  changes  that  began  in  1989  offered  hope  of  a  better 
life  for  refugees  around  the  world.  For  nearly  2  million  refugees, 
1.3  million  Afghans,  370,000  Cambodians,  and  tens  of  thousands  of 
Ethiopians,  that  hope  has  become  a  reality.  They  have  returned 
home  to  rebuild  their  lives  and  their  countries. 

But  the  post-cold-war  period  has  also  unleashed  new  conflicts, 
political,  ethnic,  and  religious,  which  have  forced  over  3  million 
new  refugees  to  seek  safety  outside  of  their  countries.  The  U.N. 
High  Commissioner  for  Refugees  now  estimates  the  global  refugee 
population  at  over  18  million,  and  I  think  Chairman  Leahy's  re- 
mark that  there  are  also  24  million  displaced  persons  adds  a  point 
to  that  extraordinary  figure. 

The  plight  of  refugees  confronts  us  with  enormous  financial  and 
political  challenges.  We  already  see  the  well  documented  needs  of 
the  humanitarian  relief  agencies  outstripping  the  resources  cur- 
rently available  from  the  donor  community.  The  shortage  of  funds 
will  impact  on  protection,  care  and  maintenance  programs,  and  our 
plans  for  repatriation. 

For  many  years  your  committee  has  generously  supported  hu- 
manitarian programs  for  the  world's  refugees.  This  administration 
is  fully  committed  to  sustaining  our  leading  role  in  helping  the 
world's  refugees  and  victims  of  conflict.  Addressing  the  needs  of 
refugees  remains  a  high  priority  in  the  President's  fiscal  1994 
budget. 

The  administration's  budget  request  includes  approximately  $641 
million  for  migration  and  refugee  assistance,  and  $49  million  to  re- 
plenish the  U.S.  emergency  refugee  and  migration  assistance  fund. 
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Of  that,  we  are  asking  for  $353  million  to  support  international  ef- 
forts to  provide  protection,  care  and  maintenance,  local  resettle- 
ment, and  repatriation  assistance  to  refugees,  displaced  persons, 
and  conflict  victims.  We  will  need  $221  million  to  support  the  ad- 
mission of  approximately  120,000  refugees  for  resettlement  in  this 
country. 

In  order  to  streamline  the  department,  eliminate  overlapping  ju- 
risdictions, and  emphasize  new  cost  cutting  priorities.  Secretary 
Christopher  has  asked  Congress  to  create  a  new  bureau,  the  Bu- 
reau for  Population,  Refugees  and  Migration  [PRM],  headed  by  an 
assistant  secretary.  Subsumed  in  this  new  bureau  will  the  statu- 
tory functions  of  the  ambassador  at  large  and  coordinator  for  refu- 
gee affairs. 

The  establishment  of  the  PRM  Bureau  will  consolidate  all  de- 
partmental responsibility  for  refugee  matters,  and  enhance  policy 
focus  on  refugee  and  migration  issues.  The  new  Bureau  will  be  one 
of  four  reporting  to  the  Under  Secretary  for  global  issues. 

Through  his  office,  the  Department  will  have  for  the  first  time 
a  principal  officer,  able  to  devote  a  significant  portion  of  his  time 
to  refugee  and  migration  questions.  In  addition,  the  new  Bureau 
will  be  responsible  for  coordinating  the  Department's  policy  of  pop- 
ulation. However,  program  responsibility  for  funding  of  population 
will  remain  in  AID. 

I  believe  this  reorganization  and  reconfiguration  will  ensure  that 
refugee  and  migration  issues,  as  well  as  population  issues,  are 
given  high  level  attention,  and  with  other  multinational  humani- 
tarian and  developmental  concerns  are  integrated  into  the  core  of 
our  foreign  policy. 

Senator  Hatfield,  I  remember  very  well  the  last  time  we  talked, 
which  was  at  a  conference  in  Dubrovnik,  a  city  which  has  since 
been  bombed,  about  the  problems  of  Yugoslavia.  They  seemed  a 
good  deal  less  severe  in  those  days.  Last  week,  I  returned  from  a 
trip  to  European  capitals  at  the  request  of  Secretary  Christopher. 
The  purpose  of  that  trip  was  to  urge  renewed  attention  at  the  polit- 
ical level  to  the  humanitarian  needs  of  Bosnians. 

I  held  talks  with  bilateral  aid  donors  in  London,  Paris,  Bonn, 
Rome,  Brussels,  and  Copenhagen  with  both  the  current  and  incom- 
ing European  Community  presidency  countries  and  with  Vatican 
officials,  the  World  Food  Program,  and  the  U.N.  High  Commis- 
sioner for  Refugees,  Mrs.  Ogata.  During  my  discussions  I  stressed 
that  whatever  happens  in  Bosnia,  more  fighting,  less  fighting,  par- 
tition or  any  other  scenario,  the  humanitarian  needs  of  the  nearly 
4  million  displaced  Bosnians  will  increase.  Compounding  the  imme- 
diate burden  is  the  need  to  plan  massively  for  food,  shelter,  and 
other  assistance  for  the  coming  winter.  These  needs  must  be  ad- 
dressed now. 

Stressing  our  recognition  that  this  is  not  only  a  European  prob- 
lem, I  announced  to  our  European  colleagues  that  in  addition  to 
the  United  States  Grovemment's  continuing  participation  in  the  Sa- 
rajevo airlift  and  air  drops  of  humanitarian  assistance  items,  we 
will  provide  an  additional  $95  million  in  new  food  and  cash  con- 
tributions for  Bosnia  and  Croatia  during  the  rest  of  the  fiscal  year. 

I  found  the  Europeans  and  the  leaders  of  the  international  hu- 
manitarian effort  uniformly  pessimistic  about  Bosnia.  Access  prob- 
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lems,  fears  for  security  of  staff,  and  the  shortfall  in  needed  finan- 
cial support  have  caused  UNHCR,  the  lead  humanitarian  agency  in 
Bosnia,  to  make  major  cuts  in  its  assistance  programs  including 
virtually  terminating  aid  to  refugees  in  Serbia  and  Croatia  so  as 
to  be  able  to  maintain  it  in  Bosnia. 

In  order  to  try  to  resensitize  governments  to  these  issues, 
UNHCR  will  convene  a  senior  level  donor's  meeting  in  Geneva  on 
July  16.  The  results  of  that  meeting  could  be  crucial  for  the  fate 
of  Bosnian  refugees. 

Finally,  in  conclusion,  this  administration  will  continue  to  con- 
centrate its  efforts  on  the  protection  and  care  for  refugees  in  place; 
on  aggressive  pursuit  of  durable  solutions  of  which  voluntary  repa- 
triation is  the  preferred  option  followed  by  local  integration  and, 
where  necessary,  third  country  resettlement;  on  tenacious  diplo- 
macy to  encourage  continued  fair  humanitarian  treatment  of  refu- 
gees and  asylum  seekers,  and  coordinated  efforts  to  bring  about  or- 
derly, controlled  migration  worldwide;  and  on  attacking  the  root 
causes  of  refugee  and  migration  flows  by  advancing  human  rights, 
the  just  settlement  of  conflicts,  and  the  alleviation  of  desperate 
poverty. 

PREPARED  STATEMENT 

Senator,  I  think  that  the  points  that  I  have  listed  should  go  a 
long  way,  I  hope,  to  allay  the  concern  that  there  is  any  effort  on 
our  part  to  downplay  the  issue  of  refugees.  That  is  certainly  not  the 
case.  We  have,  as  already  noted,  asked  for  a  large  amount  of 
money  similar  to  that  asked  for  in  previous  years  in  our  budget  re- 
quest for  refugees.  We  recognize  that  the  problem  is  real  and  grow- 
ing, and  we  will  certainly  give  our  best  efforts  on  a  priority  oasis 
to  deal  with  it. 

Senator,  that  concludes  what  I  have  in  a  prepared  sense  to  say. 
I  would  be  very  glad  to  answer  any  questions  you  have. 

[The  statement  follows:] 

Statement  of  Ambassador  Warren  Zimmermann 

Mr.  Chairman  and  members  of  the  Committee,  I  appreciate  this  opportiinity  to 
appear  before  you  today  to  discuss  our  fiscal  year  1994  Dudget  request,  the  Depart- 
ment's reorganization  as  it  affects  the  Bureau  for  Refugee  Programs  and  refugee 
and  migration  sitiiations  worldwide. 

FISCAL  YEAR  1994  REFUGEE  PROGRAM  BUDGET  REQUEST 

The  changes  in  Europe  since  1989  offered  hope  that  a  new  world  order  was  on 
the  horizon  for  the  international  community  of  nations  and  the  some  16  million  ref- 
ugees then  around  the  world.  For  nearly  2  miUion  refugees — 1.3  million  Afghans, 
370,000  Cambodians  and  tens  of  thousands  of  Ethiopians — ^the  promise  has  become 
a  reahty.  They  have  returned  home  to  rebuild  their  lives  and  their  countries.  But 
for  others  the  post-Cold  War  period  has  unleashed  new  conflicts — ^poUtical,  ethnic 
and  religious — which  have  forced  over  3  million  new  refugees — from  the  repubUcs 
of  the  former  Yugoslavia  and  Soviet  Union,  Burma  and  SomaUa — to  seek  safety  out- 
side their  countries.  There  are  another  2  million  displaced  persons  inside  Bosnia. 
The  United  Nations  High  Commissioner  for  Refugees  now  estimates  the  global  refii- 
gee  total  to  be  18  million. 

The  refugee  situation  has  nc  w  become  perilous.  The  root  causes  of  refugee  flows — 
persecution,  human  rights  abuses  and  civil  conflict — are  increasing  and  the  accom- 
panying problems  are  ever  more  difBcult  and  complex.  The  present  crisis  poses  enor- 
mous financial  and  political  challenges  to  the  international  community.  We  already 
see  the  well-documented  needs  of  the  humanitarian  reUef  agencies  outstripping  the 
resources  currently  available  fix)m  the  donor  community. 
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For  many  years,  Mr.  Chairman,  you  and  your  committee  have  generously  sup- 
ported humanitarian  programs  for  the  world's  refugees.  The  Administration  asks  for 
yovu*  continued  support  as  we  endeavor  to  resolve  these  difficult  problems.  Address- 
ing the  needs  of  refugees  remains  a  high  priority  in  the  fiscal  year  1994  budget.  The 
Administration  is  committed  to  maintaining  the  funding  levels  that  Congress  pro- 
vided for  these  activities  in  fiscal  year  1993  and  which  will  enable  the  United  States 
to  continue  to  play  a  major  role  in  helping  the  world's  refugees  and  victims  of  con- 
flict. 

The  Administration's  fiscal  year  1994  budget  request  includes  approximately  $641 
million  for  Migration  and  Refugee  Assistance  (MRA)  and  $49  million  to  replenish 
the  U.S.  Emergency  Refugee  and  Migration  Assistance  Fund.  MRA  includes  $353 
million  to  support  international  efforts  to  provide  protection,  care  £uid  maintenance, 
local  resettlement,  and  repatriation  assistance  to  refugees,  displaced  persons  and 
conflict  victims  abroad.  It  also  includes  $221  million  to  support  the  admission  of  ap- 
proximately 120,000  refugees  for  resettlement  in  this  country. 

BUREAU  FOR  REFUGEE  PROGRAMS  BUDGET  SUMMARY— FISCAL  YEAR  1994 

[In  thousands  of  dollars] 

Fiscal  year  1993  niffi>f«i»  ^«=»'  1**'  ^^ 

Refugee  assistance: 

East  Asia 44.774  (7,274)  37,500 

Africa 

Near  East/North  Africa 

South  Asia 

Western  Hemisphere  

Europe  

Other  activities  

Subtotal  

Refugees  to  Israel 

Refugee  admissions 

Administrative  expenses  


109,877 

20,123 

130,000 

72,500 

4,000 

76,500 

29,683 

12,317 

42,000 

4,455 

2,145 

6,600 

39,461 

539 

40,000 

19,300 

1,513 

20,813 

320,050 

33,363 

353,413 

80,000 

(25,000) 

55,000 

209,138 

11,637 

220,775 

11,500  ... 

11,500 

Program  total  620,688  20,000  640,688 

Appropriation  total  620,688  20,000  640,688 

REORGANIZATION 

As  part  of  Secretary  Christopher's  proposals  to  streamline  the  Department,  elimi- 
nate overlapping  jurisdictions,  and  emphasize  new  cross-cutting  priorities  the  Sec- 
retary has  asked  Congress  to  create  a  new  bureau — the  Bureau  of^  Population,  Refu- 
gees and  Migration  (PRM) — headed  by  an  Assistant  Secretary.  Subsumed  in  this 
new  bureau  will  be  the  statutory  functions  of  the  Ambassador-at-Large  and  Coordi- 
nator for  Refugees  Affairs.  The  establishment  of  the  PRM  Bureau  will  consolidate 
all  Departmental  responsibility  for  refugee  matters  and  enhance  policy  focus  on  ref- 
ugee and  migration  issues  in  a  single  bureau. 

The  migration  component  of  the  PRM  portfolio  is  especially  challenging.  Inter- 
national Migration  issues — the  complex  of  political  and  economic  concerns  related 
to  the  movement  of  people  across  borders — have  made  their  way  to  the  top  of  the 
political  agenda.  One  subset  of  the  people  with  whom  we  are  deeding  are  refugees. 
Many,  however,  are  economic  migrants  who  are  often  traveling  outside  of  legal 
channels. 

This  Administration  is  working  both  bilaterally  and  with  key  multilateral  institu- 
tions to  better  manage  uncontrolled  migration.  The  Conference  on  Security  and  Co- 
operation in  Europe  (CSCE),  the  European  Community,  the  Council  of  Europe,  the 
OECD,  the  International  Organization  for  Migration  and  the  U.N.  High  Commis- 
sioner for  Refugees  are  all  involved  in  migration-related  activities.  The  U.S.  is  en- 
gaged with  the  Republics  of  the  former  Soviet  Union  and  the  states  of  Eastern  and 
Central  Europe  to  nelp  them  manage  the  movement  of  people  in  keeping  with  demo- 
cratic norms.  We  are  also  committed  to  asylum  reform,  to  ensure  that  misuse  of  hu- 
manitarian channels  does  not  threaten  public  support  for  the  protection  of  those 
truly  in  need. 

PRM  will  also  be  responsible  for  coordinating  the  Department's  policy  on  popu- 
lation. 


\ 


628 


As  you  know,  the  Secretary  has  asked  Congress  to  create  an  Under  Secretary  for 
Global  Affairs,  with  responsibility  for  managing  and  directing  the  fvill  range  of  criti- 
cal transnationsd  issues  that  reqirire  global  solutions.  With  the  Department's  reorga- 
nization, PRM  will  come  under  the  jurisdiction  of  the  new  Under  Secretary  for  Glob- 
al Affairs. 

I  believe  this  reorganization  and  reconfiguration  will  ensure  that  refugee  issues 
are  given  high-level  attention  and — with  other  humanitarian-concerns — are  inte- 
grated into  the  core  of  our  foreign  policy. 

OVERVIEW  OF  THE  WORLD'S  REFUGEES 

The  past  few  years  have  brought  mixed  results  for  refugees  and  for  the  govern- 
ments, international  organizations,  and  private  groups  working  to  help  them.  Some 
longstanding  conflicts  were  resolved  with  the  corresponding  benefits  for  the  affected 
refugees  and  displaced  persons.  The  end  of  the  Cold  War  has  also  rekindled  old  eth- 
nic tensions  and  has  lea  to  new  flows  of  asylum-seekers  in  many  areas  of  the  world. 

EUROPE  AND  THE  FORMER  SOVIET  UNION 

The  collapse  of  Communism  in  Eastern  Europe  and  the  former  Soviet  Union  has 
produced  profound  internal  changes  in  many  countries.  It  has  resulted  in  hundreds 
of  thousands  of  people  leaving  their  homes  in  search  of  economic  opportunity.  Where 
ethnic  rivalries  ana  new  nationalistic  stirrings  have  led  to  threatening  conditions 
and,  often,  violent  conflict,  tens  of  thousands  more  have  fled  in  search  of  refuge. 
These  events  have  led  to  the  largest  number  of  Exu-opean  refugees  and  displaced 
persons  since  World  War  II.  The  break  up  of  the  former  Yugoslavia  and  the  ensuing 
war  has  generated  nearly  4  million  refugees. 

THE  FORMER  SOVIET  UNION 

The  dissolution  of  the  Soviet  Union  at  the  end  of  1991  resulted  in  the  emergence 
of  15  new  countries  and  the  fragmentation  of  the  common  economic  framework.  Mil- 
lions of  people  now  live  and  work  in  states  in  which  they  are  an  ethnic  minority. 

There  continue  to  be  significant  population  movements  among  the  states  of  the 
former  Soviet  Union.  Large  numbers  of  Armenians  and  Azeris  flee  violence  associ- 
ated with  the  ongoing  dispute  over  the  Nagorno-Karabakh  enclave.  Concern  over 
minority  rights  in  Tajikistan,  Turkmenistan,  Uzbekistan  and  Georgia  has  led  to  ad- 
ditional population  flows.  Political  uncertainty,  economic  instability  and  fear  of  eth- 
nic discrimination  in  the  non-Russian  republics  have  prompted  large  numbers  of 
ethnic  Russians  to  return  to  Russia.  There  has  already  been  a  large  migration  of 
Russians  from  south  Ossetia  (in  Georgia)  to  north  Ossetia  (in  Russia). 

Both  the  International  Committee  of  the  Red  Cross  (ICRC)  and  the  UNHCR  are 
instituting  programs  with  Russia,  and  with  Eastern  and  Central  European  govern- 
ments to  increase  these  governments  understanding  of  refugee  issues  and  to 
strengthen  their  capacity  to  respond  to  emergency  population  flows.  The  Inter- 
national Organization  for  Migration  (lOM)  has  establisned  a  technical  advisory  pro- 
gram in  Russia  to  foster  the  development  of  migration  and  refugee  institutions  with- 
in the  Russian  government.  Additionally,  private  organizations,  such  as  the  Salva- 
tion Army  and  the  American  Red  Cross,  are  working  with  refugees  and  the  dis- 
placed in  Russia,  Armenia,  and  elsewhere  in  the  former  Soviet  Union. 

The  United  States  has  opened  a  dialogue  with  Russia  and  several  Eastern  Euro- 
pean countries  on  refugee  and  migration  matters.  The  U.S.  has  also  encouraged 
states  of  the  former  Soviet  Union,  especially  the  three  Baltic  nations,  to  develop  eq- 
uitable citizenship  laws  which  protect  the  rights  of  minority  populations  under  pres- 
sure to  migrate.  A  Committee  on  Migration  nas  been  established  in  Russia  witn  re- 
sponsibility for  coordinating  programs  and  policies  for  displaced  persons,  migrants 
and  refugees  in  Russia.  Russia  is  in  the  process  of  replacing  Communist-era  laws 
with  a  legal  framework  that  protects  minority  rights,  encourages  nongovernmental 
organizations,  and  promotes  regional  cooperation  on  the  status  of  ethnic  groups. 

YUGOSLAVIA 

The  ongoing  war  in  Bosnia  and  in  parts  of  Croatia  has  generated  nearly  4  million 
refugees  and  internally  displaced.  Most  are  Bosnian  Muslims  and  Croats. 

A  massive  international  relief  effort  led  by  UNHCR  is  bringing  himianitarian  re- 
Uef  to  millions  of  refugees  and  displaced  within  the  former  Yugoslavia,  with  the 
focus  on  life-sustaining  relief  to  persons  in  Bosnia.  Other  UN  humanitarian  agencies 
including  UNICEF,  WHO,  WFP  as  well  as  the  ICRC  and  large  numbers  of  NGO's 
continue  to  bring  food,  medicine  and  suppUes  to  victims  of  the  war  despite  the  ongo- 
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ing  fighting  and  obstacles  caused  by  the  lack  of  security  to  deliver  the  reUef  com- 
modities. 

Europe 

The  number  of  asylum  seekers  in  Western  Europe  has  increased  dramatically  in 
the  past  five  years.  In  1992,  over  1.2  million  applications  for  asylimi  were  lodged 
in  Western  Europe.  In  most  Western  European  countries,  asylum  seekers  are  sup- 
ported by  a  generous  social  welfare  system;  some  estimate  that  Europe  and  North 
America  now  spend  more  than  $5  billion  a  year  on  their  asylum  systems.  The  tre- 
mendous cost  of  supporting  asylum  seekers,  many  of  whom  do  not  have  legitimate 
claims  for  protection,  is  leading  to  calls  to  revise  existing  asylum  regulations.  Many 
Western  European  nations,  such  as  Austria,  Germany,  Switzerland  and  Belgium, 
are  reexamining  and  restructuring  their  asylum  and  immigration  policies  to  develop 
ways  to  protect  those  persons  truly  in  need  of  safehaven  while  tightening  procedures 
to  exclude  economic  migrants  who  are  seen  to  be  abusing  asylum  systems. 

Ironically,  the  liberalization  of  the  formerly  communist  countries  has  contributec 
significantly  to  what  many  in  the  West  view  as  the  asylum  crisis.  Many  of  these 
countries,  anxious  to  eliminate  the  closed  borders  of  communism,  have  had  difBculty 
in  developing  policies  to  handle  the  movements  of  people  across  borders  in  an  or- 
derly and  controlled  fashion.  As  a  result,  they  are  often  used  as  transit  points  for 
travel  to  the  West.  In  addition,  there  are  still  significant  numbers  of  migrants  origi- 
nating fi-om  Eastern  and  Central  Europe  in  search  of  economic  opportunity. 

Most  analysts  believe  uncontrolled  East-West  migration  will  lessen  when  the 
transition  to  market  economies  is  more  secure.  Of  greater  long-term  concern  are  the 

f)otential  flows  from  developing  countries  in  the  "South,"  fueled  by  unchecked  popu- 
ation  growth.  We  are  working  to  draw  greater  attention  to  this  issue,  and  to  engage 
the  development  community  on  issues  related  to  international  migration. 

SOUTHEAST  ASIA 

During  1992  there  was  significant  progress  toward  comprehensive  solutions  to  the 
problems  faced  by  Vietnamese,  CamDoman  and  Laotian  asylum  seekers  and  refu- 
gees in  the  region.  Refugee  status  determinations  (screening)  for  Vietnamese  under 
the  Comprehensive  Plan  of  Action  (CPA)  neared  completion  in  all  countries  except 
Hong  Kong.  Boat  arrivals  from  Vietnam  declined  to  negligible  levels.  The  Thai  Gov- 
ernment began  implementing  its  plan  to  provide  for  tJie  resettlement  and  repatri- 
ation of  Lao  asylum-seekers  by  closing  one  of  the  major  Lao/Hmong  camps  in  Thai- 
land. 

Vietnam 

The  cumulative  effect  of  measures  taken  under  the  Comprehensive  Plan  of  Action 
became  clear  in  1992  when  only  58  boat  people  from  Vietnam  arrived  in  first  asy- 
lum countries,  compared  to  more  than  22,000  in  1991.  At  the  same  time,  more  than 
17,000  Vietnamese  returned  home  under  the  voluntary  repatriation  program.  To 
date  some  42,000  have  returned  to  Vietnam.  Those  who  return  are  monitored  by 
UNHCR,  resident  embassies,  NGOs  and  U.S.  Government  officials  visiting  Vietnam. 
None  report  any  evidence  that  those  who  return  are  subject  to  persecution.  They 
are,  rather,  the  beneficiaries  of  considerable  reintegration  assistance  fi-om  UNHCR, 
the  European  Community  (EC)  and,  most  recently,  the  U.S.  Government.  During 
the  first  quarter  of  1993,  no  boat  people  arrived  in  first  asylum  countries. 

An  important  element  of  the  success  of  the  CPA  is  the  Orderly  Departure  Pro- 
gram (ODP)  from  Vietnam,  which  provides  for  large-scale  legal  movements  of  immi- 
grants and  refugees  to  resettlement  countries.  In  1992,  100,000  left;  Vietnam  under 
the  ODP,  including  80,000  to  the  U.S.  alone.  Through  May  of  this  year  some  23,500 
have  arrived  in  the  U.S. 

Vietnam  itself  is  a  first  asylum  country,  providing  UNHCR-supported  refuge  for 
almost  10,000  Cambodian  refiigees  of  ethnic  Chinese  origin  who  fled  the  depreda- 
tions of  the  Khmer  Rouge  in  the  late  1970's.  More  recently,  Vietnam  has  provided 
refuge  to  some  25,000  ethnic -Vietnamese  fi-om  Cambodia  who  were  fleeing  violence 
by  the  Khmer  Rouge. 

Lax)s 

There  remain  approximately  40,000  Lao  asylum  seekers  in  and  outside  of  camps 
in  Thailand;  all  but  about  4,000  are  Highland  Lao.  The  Thai  Government  has  begun 
implementing  a  plan  to  close  the  two  large  first  asylum  camps  for  Lao/Hmong  and 
consolidate  the  first  asylum  population  in  two  remaining  camps — one  for  those  eligi- 
ble for  resettlement  and  one  for  those  who  wish  to  repatriate  to  Laos.  One  camp. 
Ban  Vinai,  was  closed  in  December  1992  and  the  other,  Chiang  Kham,  is  scheduled 
to  close  in  1993. 
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In  1992,  3,000  people  retiimed  to  Laos  from  Thailand.  Although  only  46  percent 
of  the  Lao  repatriated  were  highlanders,  it  was  encouraging  to  note  that  more  than 
half  of  the  Hmong  retoming  held  refugee  status  and  could  nave  exercised  other  op- 
tions. They  chose,  however,  to  return  to  Laos.  Repatriation  is  voluntary  and  return- 
ees are  monitored  by  UNHCR  and  the  U.S.  Embassy.  There  is  no  evidence  of  any 
policy  or  practice  on  the  part  of  the  Lao  Government  to  persecute  any  of  those  who 
have  gone  home. 

The  Lao  remaining  in  Thailand  will  have  to  choose  soon  between  repatriation  and 
resettlement.  About  2,500  Lao/Hmong  have  been  screened-out  and  have  no  alter- 
native to  return  to  Laos.  Many  others  want  to  return  but  seek  assurances  regarding 
their  future  when  they  return  home.  In  1992,  the  U.S.  provided  $1.5  million  to 
UNHCR  to  be  spent  through  NGOs  in  Laos  for  assistance  to  those  who  return,  and 
we  are  working  on  plans  to  provide  an  additional  $1  million  in  reintegration  assist- 
ance in  1993. 

Cambodia 

During  1992  UNHCR  fully  activated  its  repatriation  program  for  over  360,000  dis- 
placed Cambodians  who  had  taken  refuge  on  the  Thai  Dorder  since  1979.  On  March 
31,  1993,  UN  High  Commissioner  for  I^fugees  Ogata  personally  closed  Site  2,  the 
last  and  largest  Khmer  camp  in  Thailand,  signifying  the  completion  of  the  repatri- 
ation process  and  the  return  of  nearly  all  Khmer  in  Thai  camps  to  their  homeland. 
In  Cambodia,  UNHCR,  WFP,  UNDP,  and  NGOs  work  together  to  provide  resettle- 
ment, reintegration  and  demining  programs  for  returnees,  with  generous  U.S.  sup- 
port. 

Bangladesh 

In  the  first  half  of  1992,  about  220,000  Rohingya  refugees  from  Burma's  Arakan 
state  fled  to  Bangladesh  to  escape  Burmese  military  repression.  In  February  1992, 
at  the  invitation  of  the  Bangladesh  Government,  UmlCR  began  coordinating  the  as- 
sistance program  in  20  camps  in  the  Cox's  Bazar  area.  Bangladesh  signed  a  bilat- 
eral agreement  with  Burma  in  April  1992  providing  for  the  voluntary  repatriation 
of  refugees  to  Burma.  Beginning  in  September,  the  Bangladesh  Government  repatri- 
ated small  numbers  of  refugees  to  Burma.  UNHCR  participated  briefly  but  then 
withdrew  in  December  convinced  that  the  Bangladesh  Government  was  using  coer- 
cion to  force  Rohingyas  to  return.  UNHCR  resumed  its  participation  in  the  repatri- 
ation process  in  January,  and  since  then,  reports  of  coercion  in  the  camps  by  the 
BDG  nave  decreased  dramatically.  To  date  some  25,000  Rohingyas  have  returned 
to  Burma.  In  May  UNHCR  and  the  Bangladesh  government  finalized  a  Memoran- 
dum of  Understanding  which  guarantees  the  voluntary  repatriation  of  Rohingyas  to 
Burma  and  ensures  UNHCR's  full  access  to  all  Rohingya  camps. 

Burma 

Burma  was  Southeast  Asia's  largest  generator  of  refugee  outflows  in  1992,  with 
over  220,000  Burmese  Muslims,  known  as  Rohingyas,  crossing  horn.  Arakan  state 
into  Bangladesh  and  some  20,000  ethnic  Burmese  crossing  into  Thailand  to  escape 
Burmese  military  repression.  Although  the  Government  of  Burma  signed  an  agree- 
ment with  the  Grovemment  of  Bangladesh  in  April  1992  providing  for  the  voluntary 
repatriation  of  Rohingya  refugees,  Burma  has  not  agreed  to  UNHCR  monitoring  the 
resettlement  and  reintegration  of  returnees.  There  are,  however,  some  promising 
signs.  A  UN  special  envoy  recently  visited  Rangoon  to  press  for  a  UNHCR  monitor- 
ing presence  in  Arakan  state  and  discussions  continue.  Also,  the  Burmese  have  in- 
vitea  Mrs.  Ogata,  the  High  Commissioner  for  Refugees,  to  Rangoon  to  discuss 
UNHCR  repatriation  monitoring  in  Burma. 

SOUTH  ASIA 

Afghanistan 

Propelled  by  the  fall  of  the  Najibullah  regime  and  the  establishment  of  a 
mujahadeen  government  in  Afghanistan  in  April  1992,  the  largest  voluntary  repatri- 
ation in  history  began  in  Pak^tan  in  May  1992,  when  the  iS-st  of  what  would  be- 
come over  1  nullion  Afghan  refugees  began  to  return  to  Afghanistan.  Repatriation 
became  a  virtual  stampede  to  the  border  in  mid-summer,  when  in  one  week  over 
100,000  Afghans  took  advantage  of  the  UNHCR  "encashment"  package  to  assist 
them  in  repatriation.  In  August,  however,  heavy  fighting  for  control  of  Kabul  began 
a  process  of  reverse  movement  back  to  Pakistan  as  well  as  internal  displacement 
within  Afghanistan.  At  least  500,000  residents  of  Kabul  left  the  city  for  other  parts 
of  Afghanistan,  and  approximately  70,000  Afghans  entered  Pakistan  as  refugees. 
ICRC  was  forced  to  curtail  its  activities  in  Afghanistan  as  a  result  of  the  fighting, 
and  other  international  and  private  voluntary  organizations  have  been  unable  to  es- 
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tablish  themselves  in  Kabul.  But  other  areas  of  the  country  are  stable  and  repatri- 
ation and  reconstruction  of  the  devastated  country  continues. 

Afghan  repatriation  from  Iran  began  more  slowly  than  in  Pakistan,  as  the 
UNHCR  and  the  Iranian  government  did  not  institute  a  repatriation  incentive  pack- 
age until  December  1992.  Over  22,000  Afghans  returned  from  Iran  in  1992.  Over 
75,000  Afghans  have  repatriated  from  Iran  so  far  in  1993.  UNHCR  estimates  that 
in  1993,  700,000  Afghans  will  repatriate  from  Iran  and  600,000  will  repatriate  from 
Pakistan. 

Sri  Lanka 

Elsewhere  in  South  Asia,  India  and  Sri  Lanka  agreed  to  begin  the  repatriation 
of  the  approximately  120,000  Sri  Lankan  Tamil  refugees  in  refugee  camps  in  South 
India  to  Sri  Lanka.  After  lengthy  discussion,  India  agreed  to  UNHCR's  presence  in 
South  India  to  interview  the  prospective  repatriates  and  to  ensure  the  voluntariness 
of  their  return.  By  the  end  of  1992,  approximately  27,000  Sri  Lankans  had  repatri- 
ated. UNHCR  augmented  its  presence  to  assist  in  their  reintegration  into  Sri 
Lankan  societv.  ICRC  remained  a  significant  presence  in  Sri  Lai3ca,  assisting  in 
protecting  food  convoys  as  well  as  its  mandated  activities. 

Nepal 

In  Nepal,  a  growing  number  of  ethnic-Nepalese  refugees  from  Bhutan  received 
shelter  in  UNHCR-administered  camps.  By  the  end  of  1992,  approximately  72,000 
refugees  from  Bhutan  had  left  or  been  forced  to  flee  from  increasingly  stiff  Bhuta- 
nese  nationality  laws.  The  Government  of  Bhutan  recently  announced  its  willing- 
ness to  resume  bilateral  talks  with  the  Government  of  Nepal  to  address  the  refugee 
situation. 

Tibet 

Tibetans,  who  began  their  flight  to  India  in  1959  with  the  Dalai  Lama,  continued 
to  transit  Nepal  on  their  way  to  refuge  in  India.  Approximately  130,000  Tibetans 
now  reside  in  India.  Several  thousand  more  reside  in  Nepal.  UNHCR  assists  those 
Tibetans  in  transit  to  India,  and  has  been  effective  in  pressuring  both  the  Chinese 
and  Nepalese  border  guards  from  harassing  the  refugees. 

CENTRAL  AND  SOUTH  AMERICA 

Guatemala 

The  most  notable  refugee  event  in  Central  America  was  the  October  1992  accord 
signed  by  Guatemalan  President  Serrano  and  representatives  of  the  46,000  Guata- 
inalan  refugees  in  Mexico,  the  Refugee  Permanent  Commissions.  The  accord  pro- 
vided for  the  voluntary,  large-scale  repatriation  of  the  refugees  from  Mexico.  Among 
the  provisions  of  the  accord  were  the  government's  guarantee  of  safety  and  security 
for  the  repatriates,  the  repatriates'  right  to  be  accompanied  on  the  return  by  any 
group  of  their  choosing  and  their  right  to  move  freely  and  choose  their  residence 
within  Guatemala,  government  assistance  with  obtaining  land,  and  a  mediation  sys- 
tem to  continue  to  facilitate  dialogue,  prevent  conflicts,  and  advise  on  any  questions 
of  implementation. 

Based  on  the  accords,  a  first  group  of  2,480  Guatemalans  left  Mexico  on  January 
20,  1993  to  return  to  Guatemala.  While  this  group  has  been  resettled  in  the  Guate- 
malan Department  of  Quiche,  other  refugees  who  wish  to  return  to  the  Department 
of  Huehuetenango  still  face  obstacles  in  their  attempt  to  purchase  land  on  which 
to  resettle.  Despite  problems  in  resolving  land  tenure  issues,  UNHCR  remains  opti- 
mistic about  both  large-scale  and  individual  voluntary  repatriations  in  1993.  We  are 
encouraged  by  the  election  of  President  de  Leon,  who  was  previously  active  in  ef- 
forts to  promote  repatriation. 

Central  America 

Elsewhere  in  Central  America,  the  International  Conference  on  Central  American 
Refugees  (CIREFCA)  continued  to  work  through  UNHCR  on  localized,  community- 
based  "quick  impact  projects"  in  Nicaragua  and  Belize  to  assist  in  the  reintegration 
of  repatriates  and  the  economic  development  of  the  communities  to  which  they  re- 
turned. UNHCR  assisted  4,800  Salvadoran  refugees  and  2,270  Nicaraguans  in  re- 
turning home.  While  30,000  Nicaraguans  remain  in  Costa  Rica  and  may  return 
home  in  1993,  UNHCR  has  essentially  terminated  its  repatriation  programs  for 
Nicaraguans.  As  a  consequence  of  the  1992  peace  accords,  ICRC  closed  its  mission 
in  El  Salvador  in  March  1993. 

Elsewhere  in  South  America,  internal  conflict  and  terrorism  in  Peru,  and  the  ad- 
ditional factor  of  drug-related  violence  in  Colombia,  necessitated  an  increase  in 
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ICRC  programs  to  assist  civilian  victims  of  conflict.  Early  in  1993,  Government  of 
Peru  impediments  to  ICRC  efforts  to  visit  prisoners  in  Peruvian  jails  were  removed. 

AFRICA 

As  elsewhere  in  the  world,  1992  began  with  the  hopeful  expectation  that  large 
numbers  of  refiigees  could  repatriate  in  the  course  of  the  year.  It  was  thought  that 
with  sufficient  political  will  to  bring  several  African  conflicts  to  full  resolution  (e.g., 
Liberia  and  Rwanda)  and  with  adequate  aid  for  those  returning  to  their  homes  (e.g., 
Eritrea,  Angola,  and  northern  Somalia),  some  2  million  African  refugees  could  re- 
turn to  their  home  countries.  These  hopes  were  largely  dashed.  While  repatriation 
to  Burundi  and  Chad  progressed  during  1992,  planned  repatriations  to  Ethiopia, 
Eritrea,  Liberia,  and  Rwanda  were  delayed  by  conflicts  and  absorptive  difficulties. 
One  of  the  greatest  disappointments  was  the  renewed  warfare  in  Angola  that  de- 
railed the  repatriation  effort  planned  for  400,000  Angolan  refugees  in  Zaire  and 
Zambia.  Overall,  the  total  number  of  African  refugees  climbed  once  again  in  1992 — 
to  5.4  million. 

The  Horn 

The  Horn  experienced  the  most  precipitous  growth  in  refugees  in  1992,  largely  be- 
cause of  the  collapse  of  order  and  widespread  starvation  in  Somalia  that  led  the 
international  community  to  the  military  humanitarian  intervention  dubbed  "Oper- 
ation Restore  Hope."  In  contrast,  while  the  ongoing  war  in  southern  Sudan  has  rav- 
aged the  population,  it  has  produced  far  fewer  refugees  than  anticipated.  At  the  be- 
ginning of  the  year,  Kenya  was  hosting  120,244  refugees.  At  year's  end,  there  were 
425,000  refugees  from  Somalia,  Ethiopia,  Sudan,  and  an  assortment  of  other  coun- 
tries— an  average  daily  influx  of  870. 

UNHCR  responded  to  the  regional  refugee  problem  by  activating  its  new  emer- 
gency response  mechanisms  and  by  outlining  what  it  called  a  "cross-border,  cross- 
mandate  preventive  zone"  concept.  It  was  hoped  that  in  particular  catchment  zones 
where  refiigees  were  mixed  with  displaced  persons,  drought  victims,  and  returnees, 
UNHCR  and  its  sister  U.N.  agencies  would  divide  the  workload  along  geographic 
lines,  with  one  U.N.  agency  assisting  all  of  the  uprooted  people  in  a  given  area 
(cross  mandate).  Moreover,  where  people  appeared  likely  to  move  across  borders  to 
obtain  assistance  and  thus  become  refugees,  UNHCR  hoped  to  deliver  supplies 
cross-border  preemptively  or  to  assure  that  assistance  efforts  were  evened  out  so 
that  people  did  not  feel  constrained  to  move  in  order  to  survive.  Both  cross-mandate 
and  cross-border  efforts  depended  for  success  on  the  involvement  of  a  wide  range 
of  operational  non-governmental  organizations,  including  the  Red  Cross  movement. 

Southern  Africa 

In  southern  Africa,  a  dramatic  region-wide  drought  had  a  negative  impact  on  refu- 
gees. Refugees  faced  the  same  losses  of  crops  and  employment  as  others  throughout 
the  region.  There  were  increased  movements  into  refugee  camps — new  refugees  com- 
ing from  Mozambique,  spontaneously  settled  refugees  no  longer  able  to  cope  on  their 
own,  even  hungry  nationals  of  the  host  countries.  The  World  Food  Program  was  no 
longer  able  to  count  on  local  purchases  and  on  swaps  of  food  in  the  region  to  keep 
the  refugee  food  pipelines  full.  Program  costs  for  assistance  efforts  (and  therefore 
demands  on  donor  resources)  increased.  In  addition  to  concerns  about  food,  there 
were  even  more  fundamental  concerns  about  availability  of  water  which  is  necessary 
for  life.  Refugees  (and  refugee  assistance  agencies)  faced  increased  competition  with 
nationals  for  water,  food,  and  the  logistical  capacity  to  move  food;  and  it  was  feared 
that  there  could  be  hostility  toward  refugees  for  whom  assistance  networks  were  al- 
ready in  place,  if  nationals  did  not  also  get  adequate  relief. 

Fortunately,  the  international  response  to  the  southern  African  drought  emer- 
gency was  virtually  an  unqualified  success;  starvation  was  averted  through  regional 
and  international  cooperation  in  the  timely  delivery  of  aid.  One  positive  effect  of  the 
drought  was  to  bring  the  Mozambican  combatants  to  the  peace  table  with  a  cease 
fire  agreement  signed  October  4  that  set  the  scene  for  the  voluntary  repatriation 
of  1.6  million  Mozambican  refugees  beginning  in  1993  (but  likely  to  be  a  multi-year 
process). 

Unfortunately,  the  Angolan  parties  left  the  peace  table.  UNHCR's  focus  on  repa- 
triation shifted  to  the  difficult  task  of  provic^ng  emergency  aid  to  the  estimated 
100,000  Angolans  who  had  returned  spontaneously  and  who  were  caught  in  the  war 
that  also  added  another  344,000  to  the  ranks  of  those  already  internally  displaced 
(800,000  previously  displaced).  A  UNHCR  relief  flight  was  hit  with  bullets  and  the 
flight  crew  beaten  by  UNITA  forces  in  Mbanza  Congo  in  April  1993. 
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West  Africa 

In  West  Africa,  the  seemingly  stalemated  Liberian  conflict  took  on  new  dimen- 
sions— and  uprooted  new  people — with  the  arrival  of  a  new  combatant  force,  ULIMO 
(United  Liberation  Movement  for  Democracy  in  Liberia);  the  NPFL  (Charles  Tay- 
lor's National  Patriotic  Front  of  Liberia)  attack  on  Monrovia  in  mid-October;  and  the 
resulting  counter-offensive  by  the  West  African  peacekeeping  force,  ECOMOG  (the 
Economic  Community  of  West  Afiican  States'  Ceasefire  Monitoring  Group). 

CONCLUSION 

In  conclusion  I  would  like  to  review  some  recent  and  ongoing  accomplishments  to 
help  refugees  in  which  the  U.S.  has  played  an  active  role: 

— Development  of  policies  to  protect  and  assist  refugee  women  and  children  and 
implementation  of  programs  which  incorporate  those  policies. 

— ^Voluntary  repatriation  of  large  numbers  of  refugees  in  safety  and  dignity  to  Af- 
ghanistan, Cambodia  and  Ethiopia. 

— Initiation  of  a  U.S.  admissions  program  for  Haitian  asylum  seekers. 

— Establishment  of  a  giant  relief  and  support  program  for  refugees  and  displaced 

fiersons  from  the  former  Yugoslavia  and  Somalia, 
ncreased  study  of  and  funding  for  repatriation-related  demining  activities. 

— Initiated  efforts  to  help  formerly-communist  states  develop  balanced  and  hu- 
mane migration  policies. 

— Close  monitoring  of  international  organizations  to  ensure  effective  management 
and  use  of  scarce  financial  resources. 

— Start  of  a  multilateral  effort  to  coordinate  the  work  of  UN  humanitarian  relief 
agencies,  and  to  integrate  their  work  with  UN  peacekeeping  and  political  nego- 
tiation initiatives. 

I  believe  that  future  commitment  by  the  United  States  to  the  cause  of  refugees, 
in  the  face  of  prolonged  flows  and  restricted  resources,  must  be  based  on  five  fun- 
damental efforts  now  underway: 

— The  care,  maintenance  and  protection  of  refugees  in  place. 

— ^Aggressive  pursuit  of  the  three  "durable  solutions" — voluntary  repatriation, 
local  integration  and  third  country  resettlement. 

— Tenacious  diplomacy  to  encourage  continued  humanitarian  treatment  of  refu- 
gees and  asylum  seekers. 

— Discouragement  of  flows  of  economic  migrants. 

— ^Attack  on  the  root  causes  of  refugees,  by  the  advancement  of  human  rights,  the 
just  settlement  of  conflicts,  and  the  alleviation  of  desperate  poverty. 

Beyond  these  basic  activities,  I  would  add  the  following  priorities  to  our  refugee 
policy  agenda: 

— Development  of  integration  programs  in  the  country  of  origin  for  returning  refu- 
gees. 

— Better  capacity  to  get  food  and  other  relief  safely  through  battle  lines  to  refu- 

fees  isolated  by  violence, 
mproved  protection  measures. 
— Integration  of  refugee  assistance  and  aid  programs  to  impacted  local  popu- 
lations, emphasizing  self-sufficiency  and  income-generation,  education  and  eco- 
nomic development. 
I  will  be  glad  to  take  your  questions. 

MRA  AND  ERMA  ACCOUNTS 

Senator  Hatfield.  Thank  you  very  much,  Ambassador.  You  pro- 
vided us  with  a  very  succinct  statement. 

Let  me  first  turn  to  the  subject  of  funding  and  what  has  been 
referred  to  as  the  vulgar  subject  of  money  as  it  relates  to  these  pro- 
grams. I  would  like  to  address  my  first  question  on  the  comparison 
of  the  MRA  and  ERMA  accounts.  As  you  know,  in  1994  the  House 
of  Representatives  shifted  $30  million  from  the  emergency  migra- 
tion and  refugee  assistance  account,  ERMA,  to  the  migration  and 
refugee  assistance,  the  MRA  account. 

First,  do  you  support  their  shift,  the  action  taken  by  the  House 
to  shift  the  $30  million  from  the  ERMA  to  the  MRA  accounts? 

Ambassador  Zimmermann.  I  am  sorry,  I  did  not  hear  the  begin- 
ning of  the  question. 
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Senator  HATFIELD.  My  point  is  that  very  recently,  in  the  House 
of  Representatives  1994  appropriations  process,  there  was  a  shift 
taken,  an  action  by  the  House  to  shift  $30  million  from  the  ERMA, 
emergency  refugee  assistance  program,  to  the  migration  and  refu- 
gee assistance  MRA  account. 

My  first  question  is,  do  you  support  the  shift  or  the  action  taken 
by  the  House  of  Representatives? 

Ambassador  Zimmermann.  Our  strong  preference.  Senator, 
would  be  to  maintain  the  money  in  the  emergency  account.  If  we 
have  learned  anything  in  the  post-cold-war  world  it  is  that  refugee 
emergencies  are  on  the  ascendancy.  There  are  more  of  them  and 
they  are  in  more  parts  of  the  world  than  we  have  ever  had  to  deal 
with  before.  We  had  practically  no  refugee  money  going  to  Europe 
a  few  years  ago.  Now,  Bosnia  and  Croatia  are  of  enormous  impor- 
tance to  us. 

The  ERMA  account  this  year,  is  about  $50  million,  we  have 
drawn  it  down  in  four  different  areas  of  the  world.  We  have  drawn 
it  down  in  Somalia,  we  have  drawn  it  down  in  Bosnia,  we  have 
drawn  it  down  in  Tajikistan,  and  we  have  drawn  in  down  in  Haiti. 
Except  for  Somalia,  these  were  areas  where  we  were  really  not  in- 
volved in  refugee  business  before. 

I  think  the  point  is  that  we  need  the  flexibility  that  an  adequate 
emergency  fund  gives  us  to  be  able  to  respond  to  these  crises  which 
can  spring  up  almost  overnight,  and  which  can  be  an  overwhelm- 
ing— which  can  produce  overwhelming  pressure  on  resources.  So, 
we  would  very  much  prefer  to  keep  the  ERMA  account  as  we  had 
requested  it,  which  is  about  $50  million. 

Senator  Hatfield.  Well,  I  certainly  would  agree  with  you  be- 
cause, as  you  know,  by  shifting  that  from  the  ERMA  we  only  have 
$19  million  left  then  in  the  ERMA  account.  And  of  course  the  bot- 
tom line  question  is,  as  best  we  can  project  or  predict,  do  you  think 
that  would  be  adequate  to  handle  all  of  1994? 

Ambassador  Zimmermann.  If  I  had  to  extrapolate  from  what  we 
have  needed  in  emergency  money  and  what  we  will  continue  to 
need  for  the  rest  of  this  fiscal  year — we  still  have  $20  million  left 
in  the  ERMA  account,  and  the  needs  in  places  like  Africa  are  over- 
whelming— I  would  have  to  say  that  $19  million  would  be  inad- 
equate for  that. 

Senator  Hatfield.  And  furthermore,  as  you  realize  we  are  now 
still  in  conference.  We  convene  this  afternoon  at  5  p.m.,  on  the  sup- 
plemental appropriation  bill.  We  are  facing  some  very  serious  prob- 
lems even  on  our  peacekeeping  activities  and  paying  those  bills 
that  are  already  due. 

In  the  ERMA  account  that  is  a  funding  level,  as  you  say,  of  $50 
million,  but  it  also  provides  vou  with  the  flexibility  that  can  last 
over  a  period  of  time  when  fully  funded.  It  is  far  easier  to  maintain 
that  level  of  funding,  it  would  appear  to  me,  in  ERMA  than  to  de- 
pend upon  having  to  come  up  here  and  ask  for  a  supplemental  ap- 
propriation to  meet  some  of  the  unexpected  emergencies  that 
ERMA  has  a  flexibility  to  deal  with.  Would  you  agree? 

Ambassador  Zimmermann.  I  do  agree  with  that,  sir. 

Senator  Hatfield.  Now,  let  me  ask  you  about  the  funding  as  it 
relates  to  UNHCR  as  far  as  the  ability  to  fund  those  programs  or 
those  parts  of  UNHCR  to  improve  its  early  warning  and  quick  re- 
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sponse  capacity  so  that  the  impending  refugee  crises  of  large  popu- 
lation movements  could  possibly  be  avoided  and  better  addressed 
before  they  become  unmanageable.  It  appears  to  me,  Ambassador, 
that  we  have  for  a  long  time  been  in  crises  management  when  ac- 
tually we  have  had  signals  to  get  ready  and  prepare  for  these 
emergencies  as  those  early  signals  are  given. 

Let  me  cite  the  example  of  the  Kurds.  I  am  sure  that  anyone 
viewing  that  picture  out  there  in  the  Middle  East,  when  we  went 
into  the  Persian  Gulf  with  our  military  operation,  would  think  that 
there  would  be  a  refugee  problem  flowing  from  that  military  inter- 
vention. And  it  seems  to  me  that  to  handle  those  in  a  more  efficient 
way  we  ought  to  be  strengthening  our  anticipation  activity,  our 
population  movements  and  population  impacts  of  various  and  sun- 
dry crises  we  are  working  at,  to  get  a  quicker  response  rather  than 
always  waiting  until  the  event  is  upon  us  and  then  trying  to  dig 
out. 

So  my  question  is,  back  to  the  question  of  money,  if  we  have  the 
proper  funding  levels  for  UNHCR  could  we  reasonably  expect  a  bet- 
ter warning  system,  a  better  idea  of  planning  ahead  to  anticipate 
rather  than  these  crises  management  situations  we  constantly  find 
ourselves  in? 

Ambassador  Zimmermann.  I  think  definitely  we  should  have  that 
expectation,  and  we  are  trying  to  build  into  our  contribution  to 
UNHCR  an  emphasis  on  this  kind  of  anticipation.  We  are  also,  as 
a  government,  trying  to  build  humanitarian  considerations,  refugee 
considerations,  into  our  overall  policy.  And  that  really  is  at  the 
heart  of  the  upgrading  of  the  Refugee  Bureau  in  the  reorganization 
of  the  State  Department.  It  will  be  run  by  an  Assistant  Secretary, 
which  has  not  been  the  case  until  now,  and  it  will  report  to  an 
Under  Secretary.  We  have  never  had  anybody  at  that  senior  level 
of  the  State  Department  to  report  directly  to. 

I  think  Bosnia  is  a  very  good  example  of  the  kind  of  anticipation 
that  you  rightly  say  is  needed.  We  reached  an  analysis  a  couple  of 
weeks  ago  that  we  were  going  to  need  more  humanitarian  relief 
funding  for  Bosnia  no  matter  what  happened.  That  is  why  Sec- 
retary Christopher  sent  me  out  to  Europe  to  share  this  analysis 
with  the  Europeans  and  to  try  to  get  them  to  join  us  in  doing  more 
now  so  that  we  will  not  go  into  the  winter  in  Bosnia  underfunded 
and  with  lack  of  preparation  for  what  could  be  a  much  more  severe 
winter  than  was  the  case  in  Bosnia  last  winter. 

I  think  also  it  is  becoming  increasingly  important,  and  the  ad- 
ministration is  giving  this  more  and  more  attention,  to  look  at  the 
root  causes  of  refugee  flows.  When  you  have  a  displaced  or  refugee 
population  of  40  million  in  the  world,  which  is  8  times  the  size  of 
that  kind  of  population  20  years  ago,  you  are  involved  in  a  problem 
which  is  not  going  to  be  totally  solvable  by  traditional  methods. 

We  are  going  to  have  to  find  a  way  to  look  at  what  causes  refu- 
gees. Is  it  population?  Is  it  environmental  stress?  Is  it  deprivation 
of  human  rights?  Is  it  civil  war  and  violence?  Is  it  a  combination 
of  all  these  things?  And  we  are  going  to  have  to  do  a  better  job, 
I  think,  of  dealing  with  those  root  causes  because  nobody  is  going 
to  be  able  to  give  adequate  protection  to  refugees  and  displaced 
people  if  the  numbers  climb  the  way  they  are  climbing  now. 
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Senator  Hatfield,  Well,  Mr.  Ambassador,  you  lead  me  into  an- 
other concern,  the  reorganization.  In  that  reorganization  proposal 
you  have  referred  to,  my  understanding  is  that  the  position  of  am- 
bassador at  large  and  coordinator  for  refugee  affairs  will  be  abol- 
ished. 

Ambassador  ZiMMERMANN.  That  is  correct. 

Senator  Hatfield.  I  understand  that  in  this  reorganization  there 
will  be  then  a  new  Assistant  Secretary  for  the  Bureau  of  Popu- 
lation, Refugees  and  Migration. 

What  guarantee  do  we  have  that  that  focus  in  this  reorganization 
will  continue  to  have  a  priority  on  refugees,  even  though  there  is 
an  intimate  interrelationship  and  I  am  a  very  strong  supporter  of 
population  control,  rather  than  population?  Because  I  see  that  with 
the  population  conference,  the  international  conference  meeting  in 
1994  in  Cairo,  there  is  going  to  have  to  be  an  awful  lot  of  time  and 
energy  given  to  preparing  for  that  conference.  And  I  perceive  the 
possibility  of  that  person  putting  his  whole  energy  into  that  focus 
and  perhaps  even  to  the  neglect  of  the  refugee  part  of  that  new  of- 
fice that  he  will  occupy. 

Ambassador  ZiMMERMANN.  Well,  I  can  assure  you.  Senator 

Senator  Hatfield.  If  you  were  to  be  the  appointee  I  would  feel 
more  comfortable,  but  we  do  not  know  who  is  going  to  be  that  per- 
son. 

Ambassador  Zimmermann.  That  is  right.  I  can  assure  you  that 
whoever  is  the  appointee,  that  that  will  not  happen. 

Let  me  say  that  population  is  an  extremely  important  issue;  an 
issue  that  has  been  neglected  for  a  number  of  years,  and  an  issue 
that  certainly  will  not  be  neglected  by  President  Clinton.  And  we 
have  reorganized  the  bureau,  we  are  trying  to  reorganize  the  bu- 
reau, so  as  to  reflect  that  concern.  So,  population  will  be  an  impor- 
tant element  in  the  new  bureau. 

But  that  is  not  to  say  that  it  is  going  to  overwhelm  the  priority 
and  the  concentration  we  are  giving  to  refugee  work.  On  the  con- 
trary, there  are  points  of  convergence  and  mutually  reinforcing  ele- 
ments between  population  work  and  refugee  work.  Population  is 
considered  by  many  people  to  be  one  of  the  root  causes  for  migra- 
tion flows. 

But  even  in  addition  to  that,  we  will  maintain  a  bureau  that  will 
be  roughly — I  cannot  give  you  the  exact  figures,  but  in  terms  of 
personnel  will  be  roughly  four-fifths  people  who  will  be  dealing 
with  refugee  and  migration  issues.  The  population  element  of  the 
bureau  will  be  focusing  on  policy,  population  policy  and  population 
diplomacy  including  the  Cairo  conference  which  is,  of  course,  very 
important  for  us.  But  the  program  aspects  of  population  will  re- 
main in  AID,  whereas  the  program  elements  of  refugees  will  re- 
main with  the  State  Department  with  this  new  bureau. 

And  I  can  also  say  that  in  the  view  of  Secretary  Christopher  and 
Counselor  Wirth,  who  will  be  nominated  for  the  Under  Secretary 
job,  refugee  issues  are  extremely  important  and  will  remain  so. 

Senator  Hatfield.  Well,  Mr.  Ambassador,  I  appreciate  your  as- 
surances, but  unfortunately  we  do  not  have  that  as  a  history.  I  only 
want  to  recite  one  bit  of  history.  Before  1979,  the  refugee  function 
in  the  Department  of  State  was  called  the  Bureau  for  Human 
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Rights  and  Refugees.  Now,  again,  you  are  talking  to  someone  who 
supports  both  human  rights  and  refugees,  and  population  control. 

But  we  found  that  in  the  Carter  administration  the  focus  was 
strictly  on  the  human  rights  part  of  that  bureau  designation,  and 
frankly  the  refugee  program  became  backwater,  I  know,  I  was  here, 
not  by  intention  or  lack  of  interest  but  by  the  focus  of  priority  they 
had  placed  on  the  human  rights.  And  therefore,  as  a  result,  we 
found  it  necessary  to  create  a  focus  on  refugees  by  the  ambassador 
at  large  for  refugee  coordination. 

Now,  I  know  President  Clinton  has  strong  commitments  to  popu- 
lation control  and  I  have  as  well,  and  it  should  not  be  either-or, 
they  all  have  an  interrelationship.  But  I  still  want  you  to  tell  me 
that  you  do  not  see  any  dilution  of  the  refugee  focus  and  migration 
assistance  that  we  have  in  today's  structure  with  the  new  struc- 
ture— not  your  hope,  but  just  do  you  not  see  it  as  a  dilution? 

Ambassador  ZiMMERMANN.  I  can  give  you  that  assurance,  Sen- 
ator. There  will  be  no  such  dilution.  I  believe,  in  fact,  that  the  em- 
phasis on  refugee  issues  will  be  much  greater  in  this  administra- 
tion than  it  has  been  in  any  others  because  the  reorganization 
assures  us  a  direct  line  to  the  most  senior  levels  of  the  State  De- 
partment. 

I  might  just  say  a  word  about  the  abolition  of  the  coordinator 
function.  While  the  job,  the  position,  has  been  abolished,  the  func- 
tions of  the  position  are  being  subsumed  in  the  new  bureau.  Those 
primarily  concern  coordination  in  admissions,  refugee  admissions, 
as  between  the  States,  the  local  organizations  and  NGO's,  HHS, 
and  the  State  Department.  Those  functions  will  continue  to  be  ex- 
ercised within  the  State  Department  in  the  new  bureau.  So,  I  do 
not  think  you  will  find  that  there  is  any  change  at  all  in  the  job 
being  done  there. 

Senator  HATFIELD.  Well,  it  is  my  hope  that  it  will  not  change  ei- 
ther, but  let  us  also  be  very  practical.  Except  for  a  band  of  very 
dedicated  people,  the  constituency,  the  political  constituency  in  this 
country  for  refugees  is  very  limited  as  compared  to  the  constituency 
out  there  that  supports  population  control.  That  is  a  very  broad- 
based  constituency. 

And  over  the  years,  in  working  on  this  matter  of  refugees,  I  have 
found  many  times  a  question  posed  to  me — well,  I  have  got  too 
many  commitments.  I  have  too  much  on  my  schedule.  I  cannot  in- 
volve myself.  You  go  ahead  with  refugees.  Besides,  there  Eire  not 
that  many  voters  in  my  State,  or  something  else  to  represent  that 
the  refugees  do  not  have  many  advocates  in  the  country  except  for 
those  committed  people  who  formed  the  refugees  association  as  ad- 
vocates. 

And  I  still  must  say  to  you  that  having  seen  these  things  occur 
over  a  period  of  time,  I  have  very  grave  reservation  about  losing 
this  position  that  has  had  the  primary,  almost  sole  focus  of  not  only 
being  concerned,  and  representative,  and  an  advocate  for  those  peo- 
ple that  struggle  as  refugees,  but  seeing  them  now  merged  with  all 
of  these  other  very  important  programs.  But,  nevertheless,  they  are 
now  a  part  of  a  multiple  commitment  of  population  and  refugees 
and  migration. 

Maybe  a  year  from  now  you  will  come  back  and  we  will  revisit 
this  particular  issue,  because  I  will  be  very  interested  in  watching 
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the  1994  appropriations  unfold  as  well  as  the  information  flowing 
to  the  Senate  and  the  House  on  matters  related  to  the  emergencies 
that  you  and  I  cannot  sit  here  today  and  anticipate. 

You  touched  on  the  former  Yugoslavian  situation.  First,  I  would 
defer  to  the  Senator  from  New  Jersey  for  any  comments  he  wishes 
to  make. 

OPENING  REMARKS  OF  SENATOR  FRANK  R.  LAUTENBERG 

Senator  Lautenberg.  I  welcome  the  Ambassador.  To  see  ami- 
ability at  work  in  the  Senate  today  as  this  distinguished  Repub- 
lican and  this  distinguished  Senator,  Senator  Hatfield,  who  nap- 
Fens  to  be  a  Republican,  sits  as  the  Chair.  And  I  am  OK  with  that, 
mean,  I  am  not  wishing  for  a  permanent  situation,  obviously. 

I  do  have  a  couple  of  questions  that  I  would  like  to  submit  for 
the  record. 

Senator  Lautenberg.  I  am  concerned,  as  you  are,  with  the  grow- 
ing refugee  population  around  the  world  and  how  we  address  that 
problem.  I  know  that  refugee  policy  is  of  great  interest  to  you. 

So,  I  would  just  welcome  the  Ambassador  and  defer  to  the  distin- 
guished acting  chairman  of  the  subcommittee.  I  thank  you  very 
much. 

Senator  Hatfield.  I  thank  the  Senator.  We  also  are  in  tandem 
on  a  few  other  issues  that  we  reconvene  at  5  p.m.,  this  afternoon, 
so  it  is  a  comfortable  partnership  both  ways. 

Senator  Lautenberg.  Thanks,  and  thank  you,  Mr.  Ambassador. 

Senator  Hatfield.  Let  me  go  now  to  the  Yugoslavian  situation. 
What  is  your  projection  at  this  time  of  the  budget  for  remaining 
1993  required  to  deal  with  the  crisis  in  the  former  Yugoslavia — let 
us  take  first  the  UNHCR  and  other  agencies  such  as  the  World 
Food  Program,  and  for  1994. 

In  other  words,  how  much  is  the  U.S.  commitment  on  the  short- 
fall and  in  the  projected  1994?  And  if  you  want  to  submit  any  of 
these  statistics  for  the  record,  Mr.  Ambassador,  please  feel  free  to 
just  indicate  so.  I  do  not  expect  you  to  have  all  these  on  the  tip 
of  your  tongue. 

Ambassador  ZiMMERMANN.  I  have  the  1993  numbers  on  the  tip 
of  my  tongue  because  they  were  a  very  important  element  of  what 
we  were  trying  to  put  across  in  Europe. 

We  have  spent  out  of  our  budget  on  Bosnia  about  $65  million  in 
fiscal  1993,  $35  million  that  was  earmarked  for  Bosnia  and  Croatia 
by  the  Congress,  and  $30  million  that  the  President  has  just  au- 
thorized to  be  spent — it  is  a  little  bit  less  than  that;  $28  million 
that  the  President  has  just  authorized  to  be  spent  for  the  continu- 
ing needs  in  Bosnia. 

Together  with  that,  I  think  I  should  say  that  other  elements  of 
the  government  have  also  placed  a  very  high  priority  on  helping 
Bosnia.  The  food  for  peace  in  AID,  for  example,  has  been  a  major 
contributor.  So  has  the  Office  of  Foreign  Disaster  Assistance  in 
AID,  which  has  been  very  active  in  Bosnia  and  Croatia,  as  well  as 
the  Department  of  Defense.  The  airdrops  and  the  airlifts  in  many 
instances  were  the  only  source  of  food  to  people  who  were  trapped 
by  Serbian  sieges  in  cities  in  Bosnia. 

To  add  up  the  total  in  fiscal  1993,  which  is  not  quite  over  but 
this  is  the  number  up  until  now,  we  have  devoted  about  $250  mil- 
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lion  to  the  Bosnian  situation.  For  fiscal  1994,  of  course,  it  is  very 
difficult  to  estimate.  We  can  submit  for  the  record  such  estimations 
as  we  do  have. 

But  I  have  to  say  that  it  seems  pretty  inevitable  that  at  least  in 
the  short-run  relief  requirements  are  going  to  increase  rather  than 
stabilize  or  decrease.  And  that  is  for  a  very  simple  reason  that  in 
December  of  last  year  there  were  about  2.2  million  people  in  former 
Yugoslavia  who  were  refugees  or  displaced,  and  that  figure  is  now 
3.8  million,  nearly  twice.  So,  there  are  just  more  mouths  to  feed, 
and  they  are  still  going  to  be  out  there  regardless  of  what  kind  of 
a  political  outcome  happens. 

Senator  Hatfield.  Let  us  start  it  from  the  other  side  of  the  coin, 
if  I  could.  Let  us  start  if  from  a  shortfall.  I  understand  the  Euro- 
pean Community  is  at  the  state  of  shortfall  for  their  commitments. 
I  understand  the  World  Food  Program  is  in  shortfall  at  this  time. 

If  we  use  the  $420  million,  if  I  have  the  correct  figure,  that 
UNHCR  has  said  that  would  be  required  to  provide  assistance  to 
3.8  million  victims  of  the  war,  to  date  they  only  have  $134  million 
of  that  that  has  been  pledged.  So,  looking  at  it  from  the  other  side 
of  the  coin,  how  do  you  anticipate  we  are  going  to  make  up  that 
shortfall  between  $134  million  and  $420  million  as  it  relates  to  Eu- 
ropean Community  and  other  sources  of  contributions? 

Ambassador  Zimmermann.  Shortly  before  I  left  for  Europe  2 
weeks  ago,  we  designated  $67  million  in  food  for  peace  and  $28 
million  from  the  ERMA  in  our  budget  for  Bosnia,  for  a  total  of  $95 
million.  That  brings  the  U.S.  contribution  through  the  end  of  the 
year  up  to  about  somewhere  between  20  to  25  percent  of  what 
UNHCR  estimates  is  needed  for  that  period. 

The  European  Community  on  the  other  hand,  which  recognizes 
that  it  has  the  primary  responsibility,  I  do  not  say  the  sole  respon- 
sibility but  the  primary  responsibility  for  assistance  to  Bosnia,  has 
dropped  its  percentage  from  something  like  72  percent  last  year  to 
down  below  20  percent  this  year.  And  when  I  was  in  Europe  I  was 
told  this  by  the  European  governments  that  I  visited.  They  recog- 
nized that  they  had  to  do  more,  but  so  far  they  have  not  done  it. 
And  I  think  the  shortfall,  which  is  enormous  because  of  this,  is 
going  to  need  to  be  made  up. 

Now,  unfortunately  even  if  the  Europeans  do  get  back  to  the  lev- 
els of  contribution  that  they  maintained  last  year,  we  still  have  the 
problem  of  the  winter  in  Bosnia.  Last  winter,  where  many  casual- 
ties were  predicted,  turned  out  to  be  a  fairly  mild  winter.  People 
were  healthier  and  more  resistent  than  was  expected,  and  they  had 
food  stocks.  So,  very  few  people  actually  died  of  exposure  or  oi  star- 
vation in  Bosnia.  Of  course,  many  died  from  the  fighting. 

This  winter,  I  do  not  think  that  we  will  have  that  margin  of  con- 
fidence. And  unless  there  is  a  much  larger  effort  all  around,  there 
is  a  real  danger  that  we  will  see  the  casualties  this  winter  that 
were  predicted  for  last  winter. 

Senator  Hatfield.  In  other  words,  we  are  facing  a  crisis? 

Ambassador  Zimmermann.  I  think  it  is  a  crisis.  It  is  a  humani- 
tarian crisis  of  a  scale  we  have  not  seen  in  Europe  since  the  war. 

Senator  Hatfield.  So  again,  you  find  the  strategy  that  we  now 
have  this  warning,  that  we  are  moving  now  to  anticipate  that  pos- 
sible crisis  and  to  avert  it  rather  than  waiting  until  it  is  upon  us 
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to  then  try  to  manage  it.  What  is  that  strategy  again  between  now 
and  winter? 

Ambassador  ZiMMERMANN.  The  strategy  is  to  try  to  find  the 
funding,  and  also  better  coordination  among  the  donors  because  we 
have  had  a  problem  in  coordination,  in  the  exchange  of  informa- 
tion, in  working  closely  so  everybody  knows  what  everybody  else  is 
doing.  If  we  can  improve  the  funding  and  we  can  improve  the  co- 
ordination, then  at  least  we  can  begin  to  deal  with  this  crisis. 

And  the  reason  Secretary  Christopher  sent  me  to  Europe  in  June 
was  to  try  to  start  the  planning  process  and  the  consciousness 
awareness  process  that  would  be  necessary  to  deal  with  a  winter, 
which  in  Bosnia  could  start  in  another  3  months. 

Senator  HATFIELD.  Will  you  be  returning  to  Europe  to  follow  up 
on  that  first  trip  and  the  success  you  had  there? 

Ambassador  Zimmermann.  I  expect  there  is  a  good  possibility 
that  I  will  go  back  for  Mrs.  Ogata's  meeting  on  July  16,  which 
could  be  a  very  important  meeting. 

Senator  Hatfield.  Will  the  administration  be  asking  for  a  sup- 
plemental? 

Ambassador  ZiMMERMANN.  At  this  stage  that  issue  has  not  been 
addressed. 

Senator  Hatfield.  Mr.  Ambassador,  let  us  talk  a  few  moments 
about  Bosnia,  about  the  Bosnians  who  have  gone  into  Croatia.  I 
have  heard  reports  about  a  Catholic  priest  who  has  been  making 
statements  on  radio  communications  of  a  very  incendiary  kind, 
very  highly  prejudiced,  biased  against  the  Muslims  that  make  up 
so  many  of  these  refugees  from  Bosnia. 

I  understand  that  the  Croatians  have  given  notice  that  they  will 
move  them  out  of  Croatia — most  of  these  are  women  and  children. 
And  I  understand  that  a  number  have  already  been  forced  out  of 
their  hotels,  and  in  the  next  2  weeks  the  rest  have  been  given  no- 
tice that  they  are  to  be  forced  out  of  their  hotels  and  housing.  I  un- 
derstand that  300  of  them  have  already  been  sent  to  Pakistan  and 
the  others  are  being  given  the  option  of  going  to  eastern  Slovenia 
to  get  them  out  of  Croatia.  I  need  not  tell  you  about  the  centuries 
old  antagonisms  both  religious,  political,  and  ethnic  there. 

Now  my  question  is,  has  our  government  opened  up  dialog  with 
the  highest  levels  of  government  in  Croatia  raising  these  issues 
with  them  so  that,  again,  we  are  not  going  to  find  ourselves  in  the 
middle  of  another  refugee  crises?  I  know  we  are  in  one  already,  but 
I  am  talking  about  now  the  Muslims  in  Croatia. 

Ambassador  Zimmermann.  Yes,  sir;  we  have  raised  these  issues 
at  a  high  level  with  the  Croatian  Government.  I  might  say  that 
there  is  an  important  context  which  is  that  the  Croatian  Govern- 
ment, which  is  presiding  over  a  country  which  has  been  shattered 
by  war,  and  an  economy  which  is  in  very  deep  trouble,  has  gener- 
ously taken  over  500,000  refugees,  most  of  them  Bosnian  Muslims, 
and  has  been  caring  for  them  with,  of  course,  a  good  deal  of  help 
from  the  international  community.  They  have  been  staying,  many 
of  them,  in  hotels  on  the  coast.  The  Croatian  Government  has  un- 
derstandably said  that  it  wants  to  turn  these  hotels  back  to  hotels 
so  that  it  can  try  to  recoup  some  of  its  losses  in  the  tourist  indus- 
try. 
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That  said,  I  think  there  is  a  very  worrying  trend  going  on  in  Cro- 
atia. There  has  been  fighting  in  Bosnia  between  Croats  and  Mus- 
Hms.  There  has  been,  as  you  pointed  out,  an  increase  in  racial 
propaganda  that  is  starting  Croatia.  And  the  welcoming  attitude 
which  Croatia  has  given  to  Muslim  refugees  seems  threatened  by 
a  much  more  negative  trend.  And  I  think  it  is  very  important  that 
the  Croatian  Government  understand  that  not  only  its  inter- 
national obligations,  but  the  humanitarian  character  of  what  it  has 
done  so  far  in  a  good  sense  are  very  important  elements  to  con- 
sider. 

We  have  made  this  point  very  clearly  to  the  Croatian  Govern- 
ment, and  we  will  certainly  continue  to  make  it  as  long  as  we  per- 
ceive that  there  may  be  a  serious  problem. 

Senator  Hatfield.  What  about  the  next  G-7  meeting,  bringing 
it  up  in  that  particular  context? 

Ambassador  ZiMMERMANN.  The  Bosnian  issue  is  on  the  agenda 
for  the  G-7. 

Senator  Hatfield.  It  is  on  the  agenda? 

Ambassador  ZiMMERMANN.  Absolutely,  and  I  am  sure  that  it  will 
be  raised. 

Senator  Hatfield.  Well,  you  know,  money  does  not  solve  prob- 
lems in  and  of  itself,  but  I  look  at  the  1993  estimate  of  about 
$39,461,000  for  European  relief,  just  for  European,  and  then  I  look 
at  the  1994  request,  which  is  $40  million,  and  it  just  seems  to  me 
with  all  of  these  things  unresolved  and  seemingly  growing  and  ex- 
panding, that  that  estimate  for  1994  is  really  not  very  adequate. 

I  am  not  saying  we  have  got  a  lot  of  money  to  dish  out  and  to 
spend,  but  I  just  hope  that  the  figure  does  not  represent,  other 
than  a  budgetary  constraint,  as  it  might  otherwise  relate  to  antici- 
pation and  knowledge  and  desire  and  strategy  to  deal  with  this 
issue. 

Ambassador  ZiMMERMANN.  These  figures  are,  of  course,  very  dif- 
ficult to  come  by  when  you  are  comparing  refugee  crises  all  over 
the  world.  We  have  seen  in  Africa  alone  the  rise  of  crises  in  Liberia 
and  Rwanda,  in  Somalia,  and  Sudan.  We  are  trying  to  finance  a 
very  large  and  so  far  very  successful  repatriation  program  in  Mo- 
zambique, and  this  is  just  one  continent.  We  have  got,  of  course, 
major  refugee  obligations  all  over  the  world. 

So,  it  is  very  hard  to  make  these  distinctions.  We  have  set  the 
figure  for  fiscal  1994  as  we  did  not  because  we  are  absolutely  sure 
that  that  is  all  we  will  need.  Obviously,  we  hope  we  will  not  need 
more  than  that,  but  I  cannot  tell  you  that  we  have  any  assurance 
of  that  sort. 

We  do  have  two  basic  ways  we  can  adjust  to  a  much  higher  need 
in  a  place  like  Bosnia.  One  is  we  can  reprogram  within  our  MRA 
budget,  through  consultations  with  the  Congress,  And  another  is 
through  the  emergency  fund.  When  it  is  clear  that  we  cannot  man- 
age out  of  our  MRA  and  the  crisis  is  so  great  that  we  need  the 
money,  then  the  emergency  fund  is  there,  /^d  that  gets  back  to  the 
point  you  made,  I  think  quite  eloquently  a  while  ago,  that  we  need 
an  emergency  fund  that  is  large  enough  to  deal  with  these  issues. 
Senator  Hatfield.  All  right.  Let  me  turn  to  another  area  of  the 
world.  Let  me  talk  a  little  bit  about  refugees  from  Vietnam. 
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Do  you  consider  it  an  appropriate  role  for  the  UNHCR  to  be  en- 
couraging harsher  conditions  for  asylum  seekers,  particularly  in 
the  Philippines,  Indonesia,  and  Hong  Kong  where  I  understand  the 
UNHCR  has  cut  back  rations,  eliminated  social  services,  training 
programs,  and  limited  educational  opportunities  for  children  in  an 
attempt  to  coerce  asylum  seekers  to  repatriate? 

Ambassador  ZiMMERMAhfN.  I  guess  I  would  put  the  issue  a  little 
bit  differently.  This  program,  the  comprehensive  plan  of  action  in- 
volving Vietnam,  has  really  been,  I  think,  one  of  the  most  success- 
ful refugee  programs  that  we  have  been  involved  with  in  the  last 
10  years  because  it  took  a  situation  of  chaos  with  boat  people 
drowning  and  arriving  in  countries  in  a  horrendous  condition  of 
health,  it  took  that  situation  and  imposed  an  order  on  it,  an  order 
in  which  there  was  screening  for  refugees  so  that  those  who  were 
clearly  refugees  as  designated  by  the  host  government  with  the 
help  of  the  UNHCR,  would  be  given  a  country  to  go  to,  to  resettle 
in.  And,  of  course,  the  United  States  has  taken  many  of  those. 

Those  who  were  not  found  to  be  refugees,  and  they  were  given 
multiple  opportunities  for  appeal,  then  were  faced  with  the  difficult 
problem  of  whether  they  were  prepared  to  go  back  to  Vietnam.  So 
far  42,000  of  those  who  were  not  found  to  be  refugees  have  gone 
back  to  Vietnam.  We  have  worked  very  carefully  with  UNHCR  and, 
indeed,  on  our  own  to  try  to  ensure  through  monitoring  that  not 
a  single  one  of  those  42,000  was  harassed  or  treated  poorly  by  the 
Vietnamese  Government.  And  so  far  we  have  not  found  any  cases 
in  which  people  who  have  gone  back  have  been  mistreated. 

So  our  strong  preference,  I  am  talking  for  the  United  States  Gov- 
ernment now — our  strong  preference  is  that  those  who  have  been 
found  not  to  be  refugees  should  go  back  to  Vietnam,  and  I  have 
urged  Vietnamese  groups  in  the  United  States  to  encourage  their 
friends  and  relatives  to  do  that.  A  Vietnamese-American  organiza- 
tion is  going  to  be  working  on  the  ground  in  Vietnam  to  help  with 
the  repatriation  of  people  going  back. 

Now,  as  far  as  the  UNHCR  is  concerned,  the  UNHCR  is  respond- 
ing to  this  situation.  The  program  has  in  effect  been  so  successful 
that  we  are  now  getting  down  to  the  difficult  cases,  that  is,  people 
who  have  been  found  to  not  be  refugees.  And  the  UNHCR  view  is 
that  if  they  are  not  refugees  UNHCR  does  not  have  an  obligation 
to  support  them  indefinitely  in  a  first  country.  So,  it  is  a  problem. 

We  certainly  are  not  in  favor  of  mistreating  or  in  any  way  abus- 
ing people  who  are  in  Hong  Kong,  or  who  are  in  Indonesia  or  the 
Philippines.  On  the  other  hand,  these  tend  to  be  people  who  are  not 
refugees  and  who  are,  therefore,  not  within  the  mandate  of 
UNHCR.  The  best  solution,  I  think,  would  be  for  them  to  return 
to  Vietnam.  But  that  is  not  going  to  be  a  solution  which  we  will 
find  very  soon. 

Meanwhile,  I  certainly  take  account  of  what  you  said.  We  are 
trying  to  keep  in  close  touch  with  the  situation  to  make  sure  that 
people  are  being  treated  fairly.  And  I  will  take  your  expression  of 
concern  as  an  impetus  to  make  another  effort  to  look  very  closely 
into  that  and  to  see  what  we  can  find,  and  we  will  report  to  you. 

Senator  Hatfield.  Mr.  Ambassador,  is  my  information  incorrect 
that  the  refugee  camps  have  increasingly  cut  back  rations,  reduced 
social  services,  and  strategically  created  an  inhospitable  situation 
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in  those  camps  for  the  85,000  refugees  of  first  asylum?  Is  my  infor- 
mation incorrect? 

Ambassador  ZiMMERMANN.  Senator,  I  cannot  dispute  the  fact  and 
I  do  not  dispute  the  fact  that  the  UNHCR  is  cutting  back  a  number 
of  its  services  for  the  reasons  that  I  said.  Now,  I  cannot  pretend 
to  know  the  exact  motive  of  UNHCR  to  do  that.  I  certainly  do  not 
think  the  evidence  justifies  that  this  is  an  example  or  that  this  is 
an  effort  to  make  life  so  difficult  for  these  people  that  they  will 
leave.  But  there  is  a  need  to  come  to  grips  with  the  problem  of 
what  happens  to  these  80,000  or  85,000  people  who  have  not  been 
given  refugee  status. 

Senator  Hatfield.  Mr.  Ambassador,  you  said  there  were  46,000 
that  have  returned  to  Vietnam,  repatriated?  Is  that  the  figure  I 
heard? 

Ambassador  ZiMMERMA>rN.  The  number  we  have  is  42,000,  Sen- 
ator. 

Senator  Hatfield.  42,000. 

Ambassador  Zimmermann.  Yes. 

Senator  Hatfield.  I  understand  that  the  UNHCR  has  two  per- 
sons monitoring  these  returned  Vietnamese  repatriated  citizens — 
two.  Am  I  correct? 

Ambassador  Zimmermann.  The  UNHCR  currently  has  six  people 
monitoring  Vietnamese  returnees — three  monitoring  Vietnamese 
returnees  in  the  south  and  three  working  in  the  north. 

Senator  Hatfield.  If  you  will  confirm  that  for  me. 

Ambassador  Zimmermann.  We  will  have  very  soon  on  the  ground 
in  Vietnam  an  American  organization,  a  Vietnamese-American  or- 
ganization that  will  be  involved  in  that  kind  of  monitoring,  so  we 
will  not  need  to  rely  entirely  on  the  UNHCR.  Other  countries,  of 
course,  like  the  British  are  monitoring  as  well. 

Senator  Hatfield.  I  would  like  to  know  the  full  compliment.  I 
am  not  saying  that  they  are  not  being  treated  well  when  they  are 
returned,  but  I  would  be  a  little  suspicious  if  we  only  can  confirm 
that  viewpoint  with  only  two  monitors,  two  people  monitoring  that 
return  program. 

Let  me  follow  on  with  the  famous  case  of  Mr.  Dau.  I  am  sure  you 
know  about  this  former  North  Vietnamese  tank  officer.  He  was  in 
the  North  Vietnamese  Army.  He  surrendered  in  1970,  became  a 
scout  for  the  United  States  military,  and  then  joined  the  South  Vi- 
etnamese Army. 

I  use  him  as  an  illustration  and  I  suppose  my  question  would  be, 
what  steps  is  the  U.S.  Government  taking  to  ensure  that  people 
with  valid  refugee  claims,  not  economic  refugees  as  they  like  to 
count  some  of  them,  such  as  Mr.  Dau  are  not  denied  refugee  status 
and  forcibly  repatriated? 

Now,  let  me  tell  you  why  I  am  raising  this  question,  too.  I  think 
the  screening  process  is  flawed,  despite  the  UNHCR's  mandated 
authority  to  recognize  a  person  as  a  refugee  even  though  he  or  she 
has  been  screened  already  by  the  local  government.  There  are  nu- 
merous examples,  I  am  told,  of  those  with  legitimate  claims  who 
have  been  screened  out.  And  we  are  contributing  a  substantial  sum 
of  money  to  the  UNHCR  program  here. 

And  I  again  want  to  put  this  on  the  focus  of  monitoring.  We  have 
never  taken  that  role  very  much  as  ours.  We  have  seen  that  as  a 
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UNHCR  role,  which  it  is.  But  nevertheless,  I  have  a  feeling  we 
have  taken  too  much  of  their  assurances  without  really  verifying, 
especially  in  a  case  like  Mr.  Dau  who  has  become  rather  well 
known. 

Mr.  Dau  was  sentenced  to  5  years  of  reeducation,  and  then  court 
martialed  and  sentenced  to  an  additional  15  years.  This  was  after 
the  fall  of  the  South  Vietnamese  Government.  And  he  was  released 
because  of  illness  at  the  end  of  6  years,  but  he  could  never  get  the 
identity  documents  necessary  and  eventually  fled  to  Hong  Kong  in 
1989. 

The  Hong  Kong  Immigration  and  Appeals  Board  said  he  was  not 
a  refugee  because  the  nature  of  his  sentence  was  the  serious  and 
treacherous  nature  of  his  actions  in  surrendering  to  the  enemy  and 
fighting  with  them  in  war  time.  Now,  an  offense  of  this  nature  does 
not  bring  him  within  the  convention  and  protocol  status  of  refugee. 

So,  I  do  not  know  how  many  more  of  these  cases  there  may  be 
out  there  that  some  technicality  or  some  attitude — we  have  got  to 
get  these  back  into  a  repatriated  status,  even  if  it  means  violating 
their  right  of  claiming  to  be  a  refugee  because  of  political  danger 
or  because  of  political  or  military  activity. 

It  is  just  one  example  of  what  I  think  is  an  illustration  of  the 
flawed  process.  And  yet  we  do  not  seem  to  have  a  significant  role 
in  monitoring  these  cases,  but  leaving  it  strictly  to  the  UNHCR. 

Ambassador  ZiMMERMANN.  Well,  as  I  understand  it,  the  process- 
ing is  done  by  the  host  government  with  the  help  of  the  UNHCR. 
I  would  have  to  check  to  see  whether  the  comprehensive  plan  of  ac- 
tion gives  us  the  possibility  to  intervene,  at  least  to  ask  for  a  re- 
hearing. I  think  it  does  and  I  think  we  can  do  that,  but  I  would 
have  to  check  and  let  you  know. 

Of  course,  there  is  another  aspect  of  this,  which  is  refugee  proc- 
essing that  we  ourselves  do  in  Vietnam  itself  And  someone  who 
was  in  a  reeducation  camp  because  of  his  service  to  the  United 
States  of  course  would  be  a  priority  person  for  refugee  status  from 
our  point  of  view. 

Senator  Hatfield.  Now,  let  me  break  down  the  part  of  those  ref- 
ugees that  are  children,  unaccompanied  children.  I  am  told  that 
there  are  3,000  unaccompanied  refugee  children  under  age  16,  and 
that  this  creates  a  very  special  problem. 

I  am  also  told  that  the  UNHCR  is  scheduled  to  cut  off  all  social 
services  to  these  children  in  August,  this  August,  a  month  from 
now.  We  have  also  an  increasing  number  of  reports  from  volunteer 
placement  agencies  in  the  United  States  of  children  arriving  here 
who  have  been  troubled  by  abuse  that  they  received  in  these 
camps. 

So,  I  suppose  my  question  is  do  we  have  any  focus  on  that  par- 
ticular group  of  refugees,  these  children  under  16,  and  what  is 
going  to  happen  to  them  after  those  services  are  cut  off? 

Ambassador  Zimmermann.  Well,  again,  the  situation  of  children 
is  a  very  serious  and  troubling  one.  It  is  a  part  of  the  overall  prob- 
lem of  what  happens  to  people  who  are  not  refugees,  who  cannot 
be  resettled,  therefore,  in  other  countries,  and  who  do  not  want  to 
return  to  Vietnam. 

But  what  I  could  do,  and  I  think  this  whole  series  of  concerns 
is  really  a  very  important  one  and,  unfortunately,  because  we  are 
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down  to  the  hard  cases  now,  the  difficult  cases  in  this  program,  I 
expect  to  be  seeing  Mrs.  Ogata  in  about  2  weeks  in  Geneva  and  I 
will  raise  especially  this  whole  series  of  issues  with  her  and  ask 
her  for  an  explanation,  which  we  will  get  back  to  you  on. 

Senator  Hatfield.  And  again,  Mr.  Ambassador,  any  reflective 
comments  you  wish  to  address,  again,  for  the  record  we  would  be 
very  pleased  to  receive  them  from  you  because  I  know  that  there 
are  a  lot  of  details  here  and  I  think  you  have  given  us  remarkable 
testimony  in  response  to  those  detailed  questions.  But  I  certainly 
would  not  want  to  cut  you  off  of  any  additional  thought  or  informa- 
tion you  may  wish  to  submit  to  complete  your  statement  in  the 
record. 

Ambassador  Zimmermann.  We  owe  you  some  details  that  I  was 
not  able  to  give  you  orally  and  will  be  glad  to  submit  them. 

Senator  Hatfield.  Let  me  turn  now  to  the  new  flows  of  refugees 
who  are  fleeing  the  increasing  conflict  in  the  border  areas  of  Thai- 
land. Is  the  United  States  Government  taking  any  steps  to  dis- 
suade the  Thais  from  pushing  back  the  new  refugees  seeking  asy- 
lum in  Thailand? 

And  let  me  give  you  the  background  for  this  question  again.  As 
you  know,  the  Bureau  of  Refugee  Programs  has  recently  ceased  to 
fund  the  so-called  cross-border  operations  between  Thailand  and 
Burma,  although  the  need  for  such  assistance  has  certainly  abated. 
Burma  continues  to  be  one  of  the  most  repressive  regimes  in  Asia. 
An  ethnic  persecution  of  Burmese  Muslims  and  others  has  cer- 
tainly become  public  notice  in  Bangladesh  and  Thailand,  as  well  as 
internally  displaced  populations  within  Burma  itself.  And  these, 
again,  have  created  destabilization  forces  within  those  countries,  as 
you  know. 

But  despite  all  of  the  political  strategy  of  the  previous  adminis- 
trations and  the  continuation  of  that  policy,  at  least  thus  far  into 
the  Clinton  administration,  of  trying  to  isolate  Burma  it  is  interest- 
ing to  note  that  we  are  still  the  largest  foreign  investor  in  Burma. 
It  is  the  old  story.  You  know,  our  political  morality  will  only  go  so 
far,  until  it  overtakes  our  economic  lust.  But  anyway,  that  is  a  per- 
sonal observation. 

Can  you  give  me  any  indication  as  to  the  changing  policy  on 
these  cross-border  refugees  as  it  relates  to  Thailand? 

Ambassador  Zimmermann.  Yes;  I  can.  We  have  always  in  the 
Refugee  Bureau  not  as  a  rule  funded  cross-border  operations  except 
those  under  the  aegis  of  an  international  organization  like  the 
UNHCR.  In  other  words  we  do  it — ^we  do  it,  of  course,  in  Bosnia, 
but  in  conditions  of  a  war.  But  we,  of  course,  have  been  welcomed 
by  the  Bosnian  Government. 

In  Burma,  it  is  extremely  difficult  because  while  as  you  say  it  is 
an  extremely  repressive  government,  it  is  also  a  sovereign  govern- 
ment. And  I  think  we  would  have  difficulty,  as  a  refugee  bureau, 
funding  a  cross-border  operation  into  a  sovereign  country  which  is 
experiencing  an  insurgency,  much  as  we  may  sympathize  with  the 
aims  of  the  insurgents. 

Our  mandate,  as  a  refugee  bureau,  does  not  really  cover 
insurgencies.  As  a  government  we  have  funded  insurgencies  before, 
but  not  with  refugee  funds.  So,  that  is  a  problem. 
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Another  problem  is  if  we  did  cross-border  operations  we  would 
have  to  have  an  international  agency  which  was  prepared  to  do 
them.  That  is  No.  1.  And  No.  2  is  the  Thai  Government  would  have 
to  agree  also,  because  it  would  be  from  the  territory  of  Thailand. 

I  am  not  saying  that  all  of  these  things  are  insuperable  obstacles, 
but  they  are  obstacles.  We  are  just  launching  a  major  review  of  our 
policy  toward  Burma,  and  this  aspect  will  be  certainly  an  impor- 
tant element  of  it.  So,  I  may  be  able  to  report  more  to  you  a  bit 
later  on. 

Senator  Hatfield.  In  so  many  of  these  matters  as  we  have  dis- 
cussed thus  far  it  comes  back  to  our  funding  capability  to  perform 
certain  of  our  policies.  Staff  has  reminded  me,  and  I  want  to  ask 
again  this  question,  especially  as  it  relates  to  Bosnia,  on  that  short- 
fall in  Bosnia. 

I  have  here  before  me  that  section  506(2)(a)  of  the  Foreign  As- 
sistance Act  that  gives  the  President  special  authority  to  draw 
down  defense  services  for  refugee  purposes,  and  that  figure  is  $75 
million.  Have  you  looked  into  this  as  a  possible  source  for  these 
emergencies? 

Ambassador  Zimmermann.  A  fund  in  the  Defense  Department? 

Senator  HATFIELD.  Yes;  let  me  cite  it  again,  and  we  have  a  cita- 
tion here  that  you  may  have.  Section  506(2)(a)  of  the  Foreign  As- 
sistance Act.  And  in  that — I  will  read  it. 

If  the  President  determines  and  reports  to  the  Congress  in  accordance  with  Sec- 
tion 652  of  this  act  that  it  is  in  the  national  interest  of  the  United  States  to 
drawdown  defense  articles  from  the  stocks  of  the  Department  of  Defense,  defense 
services  of  the  Department  of  Defense  and  military  education  and  training,  he  may 
direct  the  drawdown  of  such  articles,  services,  and  provisions  of  such  training  for 
the  purposes  and  under  the  authorities  of  Chapter  9,  Part  1,  as  the  case  may  be, 
and  the  drawdown  of  defense  services  for  the  purposes  and  under  the  authorities 
of  the  Migration  and  Refugee  Assistance  Act  of  1962. 

And  an  aggregate  value  of  not  to  exceed  $75  million  is  in  that 
account. 

Now,  I  did  not  know  about  this  until  our  long-time  staffer  has 
pointed  this  out  to  me.  But  it  might  be  worthy  of  at  least  a  look- 
see  as  a  possibility  of  helping  to  pick  up  some  of  those  shortfalls, 
whether  it  is  Bosnia  or  any  of  these  other  refugee  crisis  that  would 
qualify  under  that  section. 

Ambassador  Zimmermann.  I  appreciate  the  information  on  that. 
I  am  not  familiar  enough  with  how  the  Defense  Department  is  spe- 
cifically funding  its  efforts  in  Bosnia  but  I  should  say  that  a  good 
deal  of  refugee  assistance,  amounting  to  about  one-third  of  all 
United  States  refugee  assistance  in  Bosnia,  comes  from  the  Defense 
Department  through  the  airlifts  and  the  airdrops.  Whether  that 
fund  is  a  part  of  that  I  do  not  know,  but  it  is  certainly  worth  look- 
ing at. 

Senator  Hatfield.  Of  course,  this  is  Presidential  authority  as  I 
read  this.  And  I  am  not  a  lawyer,  but  as  I  read  this  this  is  really 
a  focus  on  Presidential  authority  rather  than  what  the  Defense  De- 
partment interprets.  And  that  just  may  be  a  help  here. 

Let  me  turn  to  Haiti  for  a  moment,  if  I  could.  Mr.  Ambassador, 
I  am  in  sort  of  an  embarrassing  situation  here  because  a  few  years 
ago  when  Malaysia  was  pushing  back  the  refugees  of  Southeast 
Asia,  I  persuaded  my  colleagues  on  this  committee  to  withhold 
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IMET  funds  from  Malaysia  until  they  gave  us  assurance  they 
would  cease  pushing  refugees  back. 

And  I  am  looking  at  Haiti  now  and  what  we  are  doing.  As  I  say, 
I  feel  a  little  embarrassed  as  an  American  citizen  making  a  great 
to-do  out  of  what  the  Malaysians  were  doing.  As  I  understand  we 
have  pretty  well  blockaded  the  Haitian  people  in  Haiti,  and  I  am 
just  wondering  if  you  have  any  comments  as  to  what  the  impact 
of  that  interdiction  is  having  as  it  relates  to  American  credibility 
in  advocating  refugees'  right  to  first  asylum  around  the  globe,  and 
as  to  whether  or  not  there  could  be  some  possibility  of  the  Coast 
Guard  or  some  other  group  setting  up  some  screening  to  try  to  de- 
lineate the  valid  and  authentic  political  refugees? 

I  do  not  accept  the  fact  that  every  Haitian  is  an  economic  refu- 
gee. We  know  tnat  political  turmoil  has  been  going  on  down  there 
for  years,  a  father  and  son  and  all  the  other  tyrants  that  have 
ruled  that  little  island,  and  I  cannot  help  but  believe  that  there  are 
some  out  of  all  of  the  many  Haitians  that  are  escaping  or  trying 
to  escape,  at  least  some  authentic  political  refugees.  Would  you 
care  to  comment  on  that  system  or  what  the  future  of  that  is? 

Ambassador  Zimmermann.  I  would  be  glad  to.  I  do  not  think 
there  is  anybody  in  this  administration  who  has  dealt  with  the 
Haiti  problem,  and  our  bureau  has  dealt  with  it  in  great  depth, 
who  feels  good  about  the  interdiction  and  return  that  we  are  doing. 

But  even  before  President  Clinton  took  over,  during  the  transi- 
tion period,  we  examined  with  the  transition  team  all  of  the  options 
that  were  available  to  us  to  deal  with  the  problem  of  people  build- 
ing boats  and  being  ready  to  get  in  them  and  take  off.  And  no  op- 
tion was  going  to  be  better  than  the  option  of  maintaining  the 
interdiction  and  return  policy. 

If  we  interviewed  people  on  the  Coast  Guard  cutters  to  determine 
refugee  status,  they  would  quickly  overwhelm  the  capability  of  our 
Coast  Guard  to  do  that,  because  if  people  saw  that  they  were  going 
to  get  refugee  questions,  the  boats  would  take  off.  So,  we  would 
have  more  than  we  could  cope  with.  This,  in  fact,  happened  once 
during  the  Bush  administration. 

Then  the  decision  was  investigated  to  put  people  on  Guanta- 
namo.  Guantanamo  has  a  maximum  capacity  of  something  like 
20,000.  Perhaps  you  could  have  extended  that  somewhat,  although 
the  Navy  felt  very  sure  that  you  could  not.  But  there  were  boats 
on  the  beaches,  and  we  saw  them  very  easily  from  planes  and  heli- 
copters, that  could  carry  150,000.  So  very  quickly,  if  we  had  opened 
Guantanamo,  it  would  have  filled  up  in  a  matter  of  days  and  we 
would  have  faced  the  same  problem.  What  then  do  we  do  with  the 
overflow? 

Third  countries  in  the  hemisphere  have  not  been  very  willing  to 
take  more  than  a  handful  of  Haitians,  so  we  could  not  use  a  third- 
country  solution. 

So,  because  of  the  absence  of  any  other  options,  President  Clin- 
ton, I  think  quite  rightly  and  out  of  humane  objectives,  decided  to 
interdict  and  return.  Had  he  not  done  so  and  the  boats  had  taken 
off,  a  lot  of  people  would  have  drowned,  and  this  is  over  and  above 
whatever  kind  of  pressure  this  would  have  put  on  Florida  which 
had  just  had  to  go  through  a  hurricane,  and  some  of  the  other 
Southern  States. 
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But  President  Clinton  made  the  point  very  strongly  that  this  was 
not  an  eternal  policy.  This  was  a  temporary  policy  which  was  de- 
signed simply  until  we  could  get  a  more  permanent  policy  in  place. 
And  the  more  permanent  policy  had  to  be  to  try  to  find  a  political 
settlement  that  would  allow  President  Aristide  to  go  back  to  Haiti. 

In  that  situation,  it  would  be  possible  to  end  the  direct  return 
policy  because  the  incentives  for  people  to  leave  would  have  dimin- 
ished enormously.  And  as  you  know,  political  negotiations  have 
been  underway  ever  since  January  20  and  are  currently  at  a  very 
intensive  stage  in  New  York  right  now,  and  we  hope  that  it  will 
produce  a  political  settlement  which  will  allow  us  to  end  the  direct 
return  policy. 

Meanwhile,  we  have  taken  steps  to  do  the  best  we  could  to  en- 
sure that  Haitians  would  have  the  opportunity  to  apply  for  refugee 
status  in  Haiti  itself.  We  established  in  February  1992,  a  refugee 
processing  center  in  Port  au  Prince.  We  have  also  now  established 
two  more,  in  the  Clinton  administration,  refugee  processing  centers 
in  Les  Cayes  and  Cap-Haitien  in  different  parts  of  Haiti. 

Now,  I  do  not  pretend  that  a  refugee  processing  center  in  a  coun- 
try that  is  a  military  dictatorship  is  going  to  be  able  to  provide  the 
same  protections  that  could  be  provided  offshore.  But  we  are  doing 
the  best  we  can  to  ensure  that  people  are  protected,  that  they  are 
able  to  come  to  the  processing  centers,  that  when  they  get  their  ad- 
judication and  if  they  are  judged  refugees  that  they  are  allowed  to 
leave  and  go  to  the  United  States,  and  so  far  our  success  rate  has 
been  pretty  good.  But  it  is  a  stopgap  arrangement  until  a  political 
settlement  can  be  achieved. 

You  are  certainly  right  that  not  everybody  in  Haiti  is  an  eco- 
nomic migrant.  We  have  got  about  a  7-percent  rate  of  refugees  who 
are  determined  to  be  refugees  in  our  processing  centers.  These  are 
people  who  definitely  had  suffered,  usually  because  of  their  support 
for  President  Aristide.  There  may  be  more  who  are  afraid  to  come, 
we  do  not  know.  But  our  hope  was  that  by  putting  processing  cen- 
ters in  different  parts  of  Haiti  we  would  be  able  to  get  people  to 
come  into  them.  These  would  be  people  who  would  be  maybe  afraid 
to  travel  to  Port  au  Prince. 

So,  the  interdiction  policy  and  all  its  consequences — we  under- 
stand the  concern  that  many  people  have  expressed,  that  UNHCR 
has  expressed,  and  that  we  ourselves  feel  for  precedents  around  the 
world.  This  is  a  case  which  I  think  is  unique  and  it  is  a  case  in 
which  we  had  no  other  options,  and  it  is  a  case  in  which  we  hope 
very  soon  it  will  be  possible  to  find  the  political  solution  that  will 
make  it  possible  for  us  to  recind  the  direct  return  policy. 

Senator  Hatfield.  Well,  Mr.  Ambassador,  I  appreciate  your  re- 
sponse and  the  reasoning.  But  actually  as  long  as  Haiti  is  in  the 
current  situation,  we  and  Haiti,  we  really  stand  as  a  contradiction 
to  our  general  international  policy,  not  on  the  one  that  I  have  indi- 
cated or  cited  such  as  our  withholding  the  IMET  funds  for  push- 
back,  but  also  the  very  reason  you  give  now,  as  here  we  are  trying 
to  push  other  countries  in  the  world  to  adhere  to  first  asylum.  And 
I  think  we  really  provide  sort  of  a  contradiction  here  to  the  world, 
and  hopefully  we  can  find  a  better  solution  than  we  are  really 
locked  into  at  the  moment,  as  I  perceive  it. 
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Mr.  Ambassador,  I  have  some  more  questions.  I  want  to  now  at 
this  point  inquire  as  to  your  timeframe.  Do  you  have  time  for  some 
more? 

Ambassador  Zimmermann.  I  am  at  your  disposal,  Senator. 

Senator  Hatfield.  Why  do  we  not  take  about  a  5-minute  recess 
to  allow  you  to  take  a  drink  of  water. 

[A  brief  recess  was  taken.] 

Senator  Hatfield.  We  will  resume  the  questions.  Mr.  Ambas- 
sador, I  am  sure  you  would  agree  that  there  are  so  many  places 
on  the  globe  that  have  been  neglected  because  of  our  preoccupation 
and  priorities,  as  justified  as  they  may  be,  and  I  want  to  turn  to 
one  of  those  places  now,  and  that  is  the  Sudan. 

For  a  whole  decade  we  have  seen  things  happening  there,  lit- 
erally hundreds  of  thousands  of  people  who  have  perished  and  been 
displaced.  And  as  I  have  tried  to  maintain  some  currency  on  that 
area  of  the  world,  I  read  a  very  interesting  proposal  at  one  time 
that  indicated  that  the  only  immediate  transitional  solution  per- 
haps would  be  to  create  a  demilitarized,  safe  zone  area  in  southern 
Sudan. 

I  am  sure  this  has  been  discussed  in  the  State  Department  or 
other  areas  of  our  government.  As  you  know,  several  thousand  Su- 
danese have  fled  to  Uganda  and  Kenya.  But  even  more  perhaps 
disastrous  have  been  those  pockets  of  population  internally  in  the 
Sudan  who  have  been  victimized.  I  am  told  that  the  conditions 
there  are  far  worse  than  Somalia,  which  has  gained  such  focus  of 
the  world's  attention. 

Sudan  has  had  such  blatant  demonstrations  of  using  food  as  a 
weapon  of  war  on  many  groups,  not  just  one,  on  rebel  troops,  the 
government,  and  people  by  the  thousands  have  died  of  starvation. 
And  there  are  today  more  thousands  that  are  threatened  and,  in 
fact,  I  am  told  that  there  is  an  area  that  is  referred  to  as  a  starva- 
tion triangle,  as  between  Kongor,  Ayod,  and  Bor.  And  I  have  read 
the  figure  that  60,000  may  have  died  there  already  this  year  in 
that  particular  location. 

So,  with  all  these  factions,  and  the  U.S.  certainly  has  issued 
statements  of  condemnation  about  these  human  rights  violations, 
but  so  far  we  have  had  very  little  action  brought  to  bear  on  that 
part  of  the  world  in  that  country. 

So,  I  guess  my  question  would  be  if  you  could  enlighten  us  as  to 
what  thoughts  you  have  or  what  may  be  considered  at  this  time  to 
face  this  issue  in  a  little  more  aggressive  manner? 

Ambassador  ZiMMERMANN.  Sudan  is  really  one  of  the  most  dif- 
ficult problems  of  any  we  face  in  the  whole  spectrum  of  refugee  ac- 
tivities. It  is  a  civil  war  that  has  been  going  on  for  a  long  time,  and 
already  it  has  displaced  4  million  people,  most  of  them  still  within 
Sudan.  I  have  seen  some  of  the  Sudanese  refugees  myself  who  have 
come  over  into  Kenya.  I  have  seen  the  incredibly  poor  condition 
that  they  arrived  in. 

Unfortunately,  it  is  impossible  to  get  to  most  of  the  people  who 
really  need  our  help  in  Sudan.  So,  again,  it  is  one  of  these  problems 
in  which  you  need  to  get  at  the  root  causes,  which  is  to  end  this 
war  so  that  you  can  get  help  in  to  the  people  who  need  it. 

You  mentioned  the  starvation  zone.  This  is  an  area  which  our 
Ambassador  to  Sudan,  Ambassador  Peterson,  has  been  active  in 
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negotiating  an  agreement  there  so  that  humanitarian  assistance 
can  get  into  this  zone.  But  this  is  really  a  small  part  of  the  country 
and  what  needs  to  be  done,  I  think,  in  the  first  instance  is  to  get 
all  of  the  parties  to  give  access  to  the  United  Nations  and  to  the 
nongovernmental  organizations  so  that  they  can  get  into  the  parts 
of  Sudan  that  are  now  really  not  capable  of  being  entered,  and  re- 
lief activities  can  then  begin. 

We  ourselves  have  put  a  fairly  large  resource  commitment  into 
Sudan  in  fiscal  1993,  about  $54  million,  plus  parts  of  the  general 
funding  that  we  have  given  to  UNHCR  and  to  the  International 
Red  Cross  in  Africa.  So,  we  take  this  problem  very  seriously.  We 
think  it  is  one  of  the  major  problems  in  a  continent  which  has  a 
lot  of  major  problems. 

But  I  think  the  bottom  line  is  it  is  going  to  take  a  political — some 
kind  of  a  political  settlement,  or  at  least  a  truce  to  allow  the  aid 
agencies  really  to  work  there. 

Senator  Hatfield.  Do  you  have  any  comments  on  the  so-called 
demilitarized  zone  that  might  be  negotiated  or  set  up  somehow? 

Ambassador  ZiMMERMANN.  I  think  any  kind  of  demilitarized  zone 
that  would  allow  relief  operations  to  take  place  would  be  welcome. 
We  certainly  would  hope  that  the  kind  of  thing  that  Ambassador 
Peterson  negotiated  could  be  extended  to  other  parts  of  the  coun- 
try. 

Senator  Hatfield.  I  am  glad  you  mentioned  Ambassador  Peter- 
son, because  I  think  he  deserves  high  commendation  for  his  efforts. 
But  do  you  not  agree  that  anybody  coming  from  Khartoum  down 
to  the  south,  no  matter  whether  an  American  or  otherwise,  is  going 
to  have  certain  suspicions  and  handicap,  and  difficulty?  I  assume 
that  was  in  part  the  reason  that  Ambassador  Frances  Cook  has 
now  been  appointed  as  a  special  coordinator  for  humanitarian  as- 
sistance. 

I  first  met  the  Ambassador  when  she  was  the  Counsel  Greneral 
in  Egypt,  and  I  know  of  few  in  the  service  that  I  think  have 
achieved  the  marvelous  professionalism  and  effectiveness  as 
Frances  Cook.  I  happen  to  be  one  of  her  great  admirers  over  her 
many  assignments  in  the  career  service. 

But  what  puzzles  me  is  that  she  would  be  the  expert  so-called 
careerist  that  could  go  in  there  to  compliment  Ambassador  Peter- 
son. I  would  look  at  that  map  and  I  would  say  to  you  in  all  honesty 
it  seems  to  me  she  could  be  more  effective  in  Nairobi  than  she  is 
in  Washington.  Now,  I  understand  she  is  based  in  Washington,  and 
I  am  not  trying  to  run  the  State  Department. 

But  can  you  comment  on  the  matter  as  to  how  she  could  be — 
well,  what  you  foresee  her  particular  complimentary  role  is  in  this 
particular  situation?  And  would  you  care  to  comment  if  she  is  per- 
manently based  in  Washington  or  if  at  some  point  in  the  future  she 
might  be  sent  to  Africa? 

Ambassador  Zimmermann.  Well,  I  think  the  importance  of  her 
role — ^there  are  two  basic  elements  of  its  importance.  One  is  to 
make  it  clear  how  important  the  United  States  thinks  this  problem 
is,  to  appoint  somebody  of  her  eminence  to  that  position.  But  sec- 
ond, because  you  do  need  in  a  situation  so  complex  a  coordinator, 
somebody  who  can  pull  together  the  different  elements. 
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I  had  the  opportunity  to  talk  to  Ambassador  Peterson  a  few 
weeks  ago  and  he  was  very  happy  about  her  appointment.  I  will 
have  the  opportunity  to  talk  to  her  in  a  few  days.  And  I  am  not 
competent  to  judge  on  whether  she  is  better  based  in  Nairobi  or 
Washington,  but  I  will  ask  her  that  question. 

Senator  Hatfield.  Grood.  It  is  being  asked  as  a  friend,  tell  her, 
not  as  one  who  is  trying  in  any  way  to  tell  the  State  Department 
how  to  run  their  affairs. 

Ambassador  Zimmermann.  Right. 

Senator  Hatfield.  Let  me  sort  of  ask  you  to  do  a  little  conjectur- 
ing here,  or  projection.  How  do  you  see  our  long-term  role  in  mat- 
ters of  stability  in  Somalia?  What  kind  of  a  role  we  will  play  in 
that  now  that  the  refugees  internally  displaced  are  returning  to 
their  communities,  as  I  understand? 

I  am  sure  that  this  will,  of  course,  involve  the  relationships  with 
the  United  Nations  and  the  NGO's  operating  in  Somalia  for  at 
least  helping  to  facilitate,  maybe,  a  more  effective  delivery  of  hu- 
manitarian assistance.  But  could  you  comment  a  little  bit  about 
some  of  the  long-term  role  that  we  may  play  there? 

Ambassador  Zimmermann.  Yes,  I  would  be  glad  to.  I  think  the 
basic  situation  in  Somalia,  as  in  so  many  other  places,  will  never 
really  improve  until  there  is  some  kind  of  stabilization  of  the  politi- 
cal situation  and,  of  course,  that  seems  pretty  far  away  right  now. 
So  far,  from  the  humanitarian  point  of  view,  I  think  we  have  had 
something  of  a  humanitarian  success.  That  was  the  reason  that  the 
Bush  administration  originally  went  into  Somalia  with  American 
forces.  It  was  an  effort  to  counteract  the  starvation  that  was  so 
rampant.  I  think  that  was  relatively  successful,  given  the  difficul- 
ties. 

We  are  left  now  with  a  diminishing  U.S.  military  force,  and  with 
an  increasing  role  for  the  United  Nations  which  seems  to  me  to  be 
totally  proper.  It  is  the  kind  of  operation  which  the  United  Nations 
should  be  doing. 

I  foresee  that  we  are  going  to  have  a  humanitarian  relief  problem 
in  Somalia  for  a  long  time,  and  we  are  going  to  have  to  continue 
to  devote  significant  resources  to  it.  Our  hope  is  that  we  can  move 
from  kind  of  a  feeding  operation  to  an  operation  where  we  can 
begin  to  help  build  infrastructure — roads,  hospitals,  schools,  these 
sort  of  things. 

Our  bureau  has  been  involved  in  this  kind  of  project  in  other 
parts  of  the  world  like  Cambodia  and  Central  America,  and  we 
think  that  is  a  way;  that  if  you  can  stabilize  the  political  situation, 
you  can  move  from  the  purest  form  of  refugee  relief,  keeping  people 
alive,  to  the  intermediate  stage  of  building  some  quick  impact 
projects,  and  then  to  the  longer  range  stage  of  having  real  develop- 
ment programs  there.  That  is  the  best  case,  of  course,  and  this  is 
a  very  difficult  country  to  talk  about  best  cases. 

Senator  Hatfield.  Well,  as  you  know  there  has  been  that  criti- 
cism that  the  United  States  withdrew  perhaps  too  quickly  in  terms 
of  leaving  some  kind  of  a  base  of  locals  and  turning  it  over  to  the 
United  Nations.  I  have  heard  criticism  as  well  that  the  United  Na- 
tions is  understaffed,  and  the  U.N.'s  presence  there  is  not  effective 
or  it  could  be  more  effective. 
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I  have  had  contact  with  a  number  of  the  NGO's  who  have  been 
doing  yeoman  duty  there  in  trying  to  provide  and  preserve  life. 
They  feel  that  there  is  too  much  of  this  controlling  factor  that  is 
being  exercised  there,  rather  than  trying  to  create  the  representa- 
tives, the  local  people,  into  an  action  and  a  strategy  for  action.  But 
that  certainly  is  one  of  the  more  complex  parts  of  the  issue,  I  know, 
is  what  is  long-term  strategy. 

Mr.  Ambassador,  I  have  other  questions  relating  to  Africa  that 
I  will  submit  for  the  record  in  order  to  bring  this  hearing  to  some 
reasonable  end.  I  have  Angola,  I  have  Liberia,  and  other  areas  that 
are  of  great  concern. 

PREPARED  STATEMENT  OF  SENATOR  MC  CONNELL 

There  is  a  request  from  Senator  McConnell  for  a  statement  to  be 
included  in  the  record  as  an  opening  statement,  and  I  will  without 
objection  accept  that  written  statement  for  the  record. 

[The  statement  follows:] 

Statement  of  Senator  Mitch  McConnell 

Mr.  Chairman,  I  would  like  to  thank  Senator  Hatfield  for  recommending  that  we 
hold  this  hearing.  Assistance  for  refugees  and  related  issues  remains  an  important 
foreign  policy  topic. 

The  United  States,  especially  since  the  late  1970's  when  our  refugee  program  ap- 
propriation jumped  from  $50  million  to  $500  million,  has  generally  taken  the  lead 
internationally  in  these  issues. 

In  this  context,  therefore,  I  must  confess  I  am  concerned  about  reports  that  we 
have  agreed  to  give  up  two  senior  positions  in  U.N.  agencies  relative  to  refugee  as- 
sistance, specifically  the  U.N.  High  Commissioner  for  Refugees  and  the  U.N.  Relief 
and  Works  Agency.  Ambassador  Zimmermann,  clearly,  one  of  the  ways  we  exert 
control  over  spending  and  policy  is  through  the  positions  we  have  historically  held 
at  the  United  Nations.  Many  of  these  agencies  have  been  troubled  by  mismanage- 
ment which  has  compromised  support  in  Congress  for  continued  funding.  At  a  time 
when  there  is  talk  of  substantially  expanding  our  financial  commitment  to  the  Unit- 
ed Nations,  giving  up  positions  of  influence  seems  unwise.  In  this  instance,  you  may 
find  Congress  reluctant  to  support  funding  through  these  institutions  absent  the  re- 
liable connection  we  had  through  those  positions.  I  know  you've  heard  from  others 
on  this  on  both  sides  of  the  aisle. 

Ambassador  Zimmermann,  I  look  forward  to  your  testimony  and  to  working  with 
you  on  refugee  and  migration  issues  in  the  future. 

TIBETAN  REFUGEE  PROBLEM 

Senator  Hatfield.  And  also  I  want  to  get  into  the  Tibetan  refu- 
gee problem  and  to  the  Bhutan,  but  let  me  close  here  with  one  last 
question,  going  back  to  the  Kurds. 

What  is  the  United  States  doing  at  this  particular  time  to  in- 
crease other  countries'  contribution  to  protecting  and  assisting  the 
Kurds  in  Northern  Iraq?  And  what  is  the  United  States'  commit- 
ment in  this  particular  assistance  need? 

Ambassador  Zimmermann.  I  have  to  say  at  the  outset.  Senator, 
that  our  own — that  is,  the  contribution  of  the  Refugee  Bureau  in 
the  Kurdish  situation  has  now  been  drawn  down  to  nothing.  We 
were  involved  in  the  original  operation,  but  the  budgetary  source 
of  that  has  now  been  completed. 

So,  the  U.S.  humanitarian  effort,  specifically,  is  now  being  car- 
ried on  by  AID  and  by  the  Defense  Department.  But  we  keep  a 
very  close  eye  on  it. 
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And  I  think  in  answer  to  your  question,  the  major  requirement 
right  now  is  to  put  as  mucn  pressure  as  we  can  through  inter- 
national pressure  on  Saddam  Hussein  to  agree  to  the  idea  of  using 
the  sale  of  oil  to  provide  humanitarian  relief.  It  gets  at  the  point 
that  Saddam  Hussein  himself  is  responsible  for  humanitarian  as- 
sistance in  his  own  country,  and  that  it  would  be  possible  to  release 
a  certain  degree  of  oil  sale  to  fund  that.  So,  that  I  think  is  the 
major  objective  right  now. 

Senator  Hatfield.  Well,  am  I  correct  that  only  a  small  portion 
of  the  U.N.  budget  has  been  funded  for  this  need,  for  food  acquisi- 
tion and  so  forth  for  the  Kurds?  And  do  I  understand  it  correctly 
that  they  have  become  so  desperate  that  there  is  an  effort  to  com- 
municate, perhaps,  in  open  negotiations  with  Saddam  Hussein 
himself? 

Ambassador  Zimmermann.  I  would  have  to  check.  I  have  not 
heard  about  that  effort,  but  I  will  check  on  that. 

Senator  Hatfield.  Well,  I  would  be  interested  in  that  because, 
again,  as  you  know  they  are  entirely  dependent  upon  humanitarian 
aid  from  the  West.  Ana  if  there  is,  I  understand,  only  $6.8  million 
out  of  a  budget  proposal  of  the  U.N.  of  $50  million  that  has  been 
made  available  for  the  purchase  of  foodstuffs,  I  am  not  sure  that 
would  go  very  far. 

And  it  does  seem  to  me  that  much  of  the  objective  of  the  commit- 
ments made  during  the  Persian  Gulf  war  certainly  would  be  lost. 
And  I  struggle  to  find  what  our  objectives  were  in  the  first  place, 
but  what  few  were  at  least  communicated  would  be  lost  if  we  found 
that  the  Kurds  were  able  to  strike  a  deal  with  Saddam  Hussein, 
the  person  who  created  all  of  their  misery  and  displacement.  He, 
again,  to  me  is  sort  of  a  boomerang  of  fairly  well  publicized  Amer- 
ican foreign  policy. 

Well,  Mr.  Ambassador,  I  will  submit  these  additional  questions 
and  invite  you,  again,  to  make  any  further  remarks  or  comments 
for  the  record. 

Senator  Hatfield.  I  want  to  acknowledge  the  support  and  the 
gracious  action  of  the  chairman  of  our  subcommittee,  Senator 
Leahy,  for  permitting  me  to  conduct  this  hearing.  I  think  it  has 
been  very  helpful  to  me,  and  I  am  very  hopeful  that  there  will  be 
those  who  will  read  the  record  and  thereby  gain  as  well  as  from 
your  presence  here  today  and  your  excellent  testimony. 

I  just  want  to  say  in  closing  that  I  hope  you  realize  that  we  have 
not  been  in  an  adversarial  relationship  here  today  but  one  of  trying 
to  collaborate  in  a  way  to  make  your  job  achievable.  And  as  I  told 
you  during  the  recess,  I  think  sometimes  we  have  in  effect  tied  one 
arm  behind  you  and  asked  you  to  do  twice  the  job  in  terms  of  back- 
ing you  up  with  the  necessary  funding.  And  I  do  not  say  we,  just 
the  Senate  or  just  the  Congress,  but  we  the  Federal  Government 
and  everybody  who  has  a  part  in  this. 

I  know  that  you  feel  very  dedicated  to  this  cause  of  refugees  and, 
as  I  say,  I  would  be  much  more  comfortable  with  your  reorganiza- 
tion plan  if  I  knew  you  were  running  it. 

But,  again,  I  want  to  caution  the  point  that  we  are  going  to  be 
very  careful  in  observing  that  "P"  for  population  heading  up  that 
new  title,  that  the  other  parts  of  that  title  are  not  lost  or  deempha- 
sized.  We,  I  feel,  should  be  looking  for  ways  to  bring  greater  em- 
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phasis  and  greater  focus  on  this  refugee  matter,  and  I  know  where 
your  heart  is. 

ADDITIONAL  COMMITTEE  QUESTIONS 

So,  I  want  to  thank  you  and  I  want  to  thank  the  staff.  I  have 
had  some  very  able  assistance  here.  I  have  not  thought  all  these 
questions  up  by  myself.  I  am  not  that  much  of  an  expert,  but  I 
have  a  couple  of  experts  sitting  behind  me  here,  Karen  Mattson 
and  Jim  Bond,  and  I  want  to  thank  them  for  their  great  research, 
and  for  the  refugee  association.  I  have  come  to  know  many  of  those 
people  who  are  volunteers  and  are  making  a  life  commitment  out 
of  being  the  advocate  for  the  refugees,  great  humanitarians,  and 
great  assistance  to  keep  a  public  focus  on  this  subject. 

There  will  be  some  additional  questions  which  will  be  submitted 
for  your  response  in  the  record. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 
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ADDITIONAL  COMMITTEE  QUESTIONS 

Bhutanepe  Refugees.   We  have  heard  reports  of  thousands  of 
ethnic  Nepalese  fleeing  Bhutan  to  escape  cultural  oppression  at 
the  hands  of  the  Bhutanese.   Other  sources  insist  tliat  these 
are  not  legitimate  refugees,  but  Nepalese  insurgents  attempting 
a  cultuial  takeover  of  Bhutan.   How  does  the  Administration 
view  the  situation  in  Bhutan,  and  what  actions  are  being  taken 
in  response? 

Answer   Many  ethnic  Nepalese,  resident  in  Bhutan  for 

generations,  began  to  leave  in  increasing  numbers  in  1990  after 

the  imposition  of  stringent  documentary  regulations  concerning 

residence  and  the  promulgation  of  laws  favoring  the  Drupka 

rulinq  population's  culture,  including  language  and  dress. 

While  many  of  the  refugees  claim  to  have  lived  in  Bhutan  for 

generations,  the  Government  of  Bhutan  disputes  their 

citir.enr^hip  and  maintains  that  the  majority  are  illegal  aliens. 

UNHCP  estimates  that  there  are  up  to  100,000  ethnic  Nepalese 
refugee.':  from  Bhutan  living  in  refugee  camps  in  eastern  Nepal. 
The  Uniied  Nations  High  Commissioner  for  Refugees  (UNHCR)  is 
active  in  assisting  the  refugees,  with  the  World  Food  Program 
(WFP) ,  the  International  Federation  of  the  Red  Cross  (IFRC), 
and  p'i^ate  voluntary  organizations  presence  as  well. 

We  are  very  concerned  about  this  situation.   Thus  far  in  FY  93 
we  have  contributed  $4  million  to  UNHCR ' s  general  programs  in 
South  Ariia,  which  includes  assistance  to  the  refugees  in  Nepal, 
and  :|;')r>,000  to  IFRC  toward  its  appeal  for  clothing  and  blankets 
for  the  refugees.   In  addition,  we  have  express.ed  our  concerns 
about  the  situation  to  Bhutanese  officials  on  a  numbers  of 
occasions . 

Officers  from  our  Embassy  in  Kathmandu  and  the  Department  have 
monitored  the  refugees  in  the  camps  in  eastern  Nepal.   The 
refugees  have  reported  both  threats  and  physical  abuse  from 
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Bhutanese  attempting  to  drive  them  from  their  land  in  Bhutan. 
The  Department  of  State's  1992  Report  to  Congress  on  Human 
Rights  Practices  details  our  view  of  the  human  rights  situation 
in  Bhutan.   We  are  unable  to  monitor  directly  the  human  rights 
situation  in  Bhutan  because  we  do  not  have  diplomatic  relations 
with  Bhutan. 

Guatemalan  Refugees   The  Guatemalan  Government  has  made  a 
strong  attempt  to  repatriate  Guatemalan  refugees  in  Mexico. 
However,  the  returning  refugees  have  reason  to  fear 
mistreatment  by  the  Guatemalan  military.   What  steps,  if  any, 
are  being  taken  to  insure  the  security  of  the  repatriated 
Guatemalan  refugees?   What  awaits  these  people  when  they  return 
to  Guatemala  —  do  they  have  land,  shelter,  food  and  safety? 

Answer   In  October  1992  the  government  of  then  President 

Serrano  signed  an  agreement  with  the  refugees'  elected 

representatives,  the  Refugee  Permanent  Commissions,  assuring 

the  refugees  the  right  to  repatriate  in  groups  under  UNHCR 

aegis,  the  right  to  own  land,  and  the  right  to  remain  secure 

upon  their  return  to  Guatemala. 

However,  the  Guatemalan  Government  did  not  welcome  the  first 
large-scale  return  of  the  refugees  in  January,  1993.   The 
January  repatriation  become  highly  politicized  when  the  2,480 
refugees  insisted  on  travelling  to  the  repatriation  site  via  a 
circuitous  route  through  Guatemala.   Due  to  the  $1.3  million 
cost  incurred,  UNHCR  told  the  Permanent  Commissions  that  future 
repatriations  must  be  via  a  more  direct  route.   We  and  other 
donors  have  supported  UNHCR  in  this  stance.   Future 
repatriations  in  1993  will  await  the  end  of  the  rainy  season  in 
September/October  and  successful  land  negotiations  by  the 
Permanent  Commissions. 

Officers  from  both  out  Embassy  in  Guatemala  and  the  Department 
have  visited  the  repatriation  site  known  first  as  Poligano  14 

(Polygon  14)  and  now  as  Victoria  20  de  enero  (20th  of  January 
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victory).   The  site  is  between  an  area  of  Guatemala  controlled 
by  insurgents  and  the  Guatemalan  Army  base  at  Playa  Grande. 
The  refugees  have  told  our  officers  directly  that  they  do  not 
fear  mistreatment  by  the  Guatemalan  military  and  that  they  look 
forward  to  cooperation  with  the  Guatemalan  government, 
particularly  in  the  areas  of  health  and  education. 

The  refugees  own  their  land  and  have  constructed  homes  and 
other  structures.   UNHCR  maintains  a  presence  at  the  camp,  as 
do  an  international  medical  organization  and  other  groups.   As 
is  usual  in  repatriations,  UNHCR,  through  WFP,  provides  food 
for  the  repatriates  for  a  year  after  their  return. 

In  FY  93,  we  have  contributed  $1.8  million  to  UNHCR  for  its 
work  in  the  Western  Hemisphere,  including  Guatemalan 
repatriation,  and  $68,000  to  WFP  to  pay  for  the  transport  of 
U.S.  commodities  given  to  assist  the  refugees  in  Mexico. 

We  are  encouraged  by  the  election  of  President  De  Leon,  who  was 
actively  involved  in  the  efforts  to  promote  repatriation. 

Bosnian  Refugees   Temporary  Protected  Status  (TPS)  is  available 
to  Bosnians  who  were  physically  present  in  the  United  States  as 
of  August  10,  1992.   TPS  protects  the  recipient  from 
deportation  and  grants  him  work  authorization  until  such  time 
as  TPS  is  terminated.   There  is  no  program  by  which  Bosnians  or 
other  aliens  may  enter  the  U.S.  and  subsequently  obtain 
temporary  protected  status,  although  such  persons  could  apply 
for  asylum  status. 

The  U.S.  overseas  refugee  admissions  program  allows  Bosnians  in 
certain  categories  who  have  been  approved  by  the  Immigration 
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and  Naturalization  Service  to  enter  the  U.S.  and  to  remain 
permanently.   After  one  year,  refugees  may  apply  for  permanent 
resident  status  and  after  five  years  for  U.S.  citizenship.   Our 
refugee  program  for  Bosnians  began  in  early  1993,  and  we  expect 
approximately  1,500  arrivals  before  September  30.   Within  the 
next  several  weeks  we  will  be  consulting  with  Congress  on  the 
Fy  1994  admissions  program,  including  Bosnians.   At  that  time  a 
current  assessment  of  the  region's  resettlement  needs  will  be 
presented . 

Soviet  Jews:   I  know  that  the  Administration  has  been  seeking 
the  views  of  Congress  on  Jackson-Vanik  as  it  relates  to  the 
immigration  of  Soviet  Jews  and  trade.   I  for  one  am  very 
concerned  about  the  300  or  more  Soviet  Jewish  families  that 
have  not  yet  been  given  permission  to  leave.   What  is  the 
Administration's  viewpoint  on  Jackson-Vanik? 

Answer    At  the  Vancouver  Summit,  President  Clinton  and 

President  Yeltsin  discussed  the  desirability  of  reviewing  and 

updating  U.S.  laws  and  regulations  to  reflect  the  end  of  the 

Cold  War.   Congress  has  already  acted  to  revise  many  laws  to 

reflect  the  fact  that  a  communist  Soviet  Union  has  been 

replaced  by  a  democratic  Russia  and  other  new  independent 

states.   Many  laws  and  regulations,  however,  remain  that 

contain  language  and  restrictions  that  fail  to  reflect  the  end 

of  the  Cold  War  and  that  impede  relations  with  Russia  and  the 

other  new  independent  states. 


On  April  23,  the  President  ordered  an  Executive  review  of 
laws  and  regulations  so  that,  where  appropriate  and  consistent 
with  U.S.  security  and  other  national  interests,  such 
provisions  can  be  revised  or  removed.   The  President  asked 
Ambassador-at-Large  Strobe  Talbott  to  coordinate  this  review  on 
an  expedited  basis. 

As  this  review  has  proceeded,  it  has  weighed  all 
considerations  that  pertain  to  revision  of  such  provisions,  and 
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may  help  to  remedy  some  of  the  circumstances  that  have 
justified  such  provisions  in  the  past.   For  example,  because 
the  Russians  are  eager  to  have  Jackson-Vanik  provisions  lifted 
for  Russia,  President  Yeltsin  personally  assured  President 
Clinton  in  Vancouver  that  he  would  look  into  individual 
refusenik  cases.   By  addressing  such  issues,  this  review  can 
help  strengthen  the  bonds  of  trust  and  partnership  between  the 
U.S.  and  Russia. 

Let  me  assure  you  that  we  continue  to  support  strongly  the 
right  of  Russian  Jews,  and  indeed  all  Russian  citizens,  to 
emigrate  freely.   Recent  emigration  statistics  illustrate  the 
dramatic  progress  that  President  Yeltsin's  government  has  made 
on  this  front:   thousands  of  Russians  traveled  abroad  and 
emigrated  during  1992;  many  former  Russian  citizens  who  reside 
abroad  were  allowed  to  return  to  visit;  and  about  100,000  Jews 
emigrated  from  the  former  Soviet  Union,  most  of  these  from 
Russia . 

At  the  same  time,  we  remain  concerned  about  remaining  cases 
of  "ref useniks" ,  or  persons  denied  permission  to  emigrate  from 
Russia.   The  Russians  have  adopted  a  new  emigration  law  which 
guarantees  Russian  citizens  the  right  to  free  emigration  and 
codifies  emigration  procedures.   This  law  was  scheduled  to  be 
fully  implemented  by  January  1,  1993.   However,  full 
implementation  was  delayed  during  the  first  half  of  1993  due  to 
logistical  and  technical  problems,  bureaucratic  ineptitude,  and 
corrupt  and  uncooperative  local  officials. 

When  fully  implemented,  Russia's  emigration  law  will 
provide  two  bases  for  denying  permission  to  emigrate: 

o    access  to  state  secrets  within  the  past  five  years;  and 
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o    failure  to  receive  permission  to  emigrate  from  family 

members  who  may  be  financially  dependent  on  the  prospective 
emigrant  (i.e.  "poor  relatives"). 

The  Vienna  CSCE  Concluding  Document  of  January  1989 
stipulates  that  any  individual  denied  permission  to  emigrate  on 
the  grounds  of  national  security  must  be  ensured  that  "the 
refusal  (can  be)  reviewed  within  six  months  and,  should  the 
need  arise,  at  regular  intervals  thereafter." 

The  GOR  has  recently  established  such  a  review  mechanism  -- 
a  commission  chaired  by  Deputy  Foreign  Minister  Sergey  Lavrov 
and  including  members  of  the  Russian  Parliament,  President 
Yeltsin's  staff,  and  the  Ministries  of  Security,  Defense,  and 
Internal  Affairs.   The  Commission  is  expected  to  consider  up  to 
10  cases  monthly. 

Russia  lacks,  however,  a  mechanism  for  appealing  and 
adjudicating  "poor  relative"  cases.   It  appears  that  in  some 
instances,  the  "poor  relative"  excuse  has  been  used  to 
blackmail  prospective  emigrants,  both  by  bitter  family  members 
and  corrupt  officials. 

As  we  have  done  in  the  past,  we  will  continue  to  raise 
cases  of  individual  refuseniks  with  the  Russian  Government  and 
press  for  free  emigration  for  all  Russian  citizens  who  wish  to 
do  so . 

What  is  the  Administration  going  to  do  to  improve  the  condition 
of  U.N. -sponsored  refugee  camps  for  Vietnamese  boat  people  in 
the  Far  East? 

Answer   As  a  preface  to  the  answer  to  this  question,  I  would 

like  to  review  briefly  the  progress  to  date  of  the 
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Comprehensive  Plan  of  Action  (CPA) .   The  international 
agreement  known  as  the  CPA  was  created  by  more  that  50 
countries  in  Geneva  in  June,  1989  in  response  to  the 
increasingly  large  numbers  of  boat  people  from  Vietnam  who 
continue  to  arrive  in  first  asylum  countries  in  Southeast  Asia 
and  Hong  Kong.   The  CPA  has  proved  to  be  an  effective  framework 
for  solution  to  the  boat  people  problem.   Arrivals  during  the 
last  year  and  a  half  have  totaled  fewer  than  100  people,  down 
from  more  than  20,000  in  1991  alone. 

An  important  part  of  the  CPA  is  the  stipulation  that  those  who 
are  screened  out,  or  determined  not  to  be  eligible  for  refugee 
status,  will  not  be  resettled  and  should  eventually  return  to 
Vietnam.   Screening  has  largely  been  completed  everywhere  in 
the  region,  except  Hong  Kong,  which  hopes  to  process  everyone 
by  early  1994.   The  vast  majority  of  the  80,000  boat  people 
remaining  in  the  camps  have  been  screened  out,  including  more 
than  30,000  in  Hong  Kong.   It  is  now  almost  4  years  since  the 
beginning  of  tlie  CPA.   More  than  43,000  have  already  returned 
to  Vietnam,  where  their  situation  is  monitored  by  the  officers 
of  the  United  Nations  High  Commissioner  for  Refugees  (UNHCR) 
who,  in  turn,  have  reported  no  incidents  of  persecution  of 
those  who  have  returned. 

With  camps  now  mainly  populated  with  non-refugees  and  UNHCR 
resources  needed  elsewhere  in  the  world  for  situations  of 
greater  desperation  and  danger,  UNHCR  has  decided  to  review  the 
question  of  services  in  some  first  asylum  camps.   Services  that 
are  non-essential,  and  which  may  have  cushioned  camp  residents 
from  the  reality  that  camp  life  in  a  first  asylum  country  is 
not  a  permanent  state  of  affairs,  will  be  reduced.   Reductions 
in  such  areas  as  adult  education,  community  and  recreational 
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activities,  and  remunerative  employment.   In  Malaysia,  with  its 
much  smaller  boat  people  population  (less  than  10,000),  our 
Embassy  reports  that  UNHCR  has  no  plans  for  significant 
reductions.   In  Indonesia,  with  approximately  12,000  asylum 
seekers,  the  only  reduction  planned  by  UNHCR  is  the  gradual 
phaseout  of  educational  services  by  a  non-governmental 
organization.   Primary  education  will  instead  be  provided  in 
1994  by  the  Indonesian  Red  Cross. 

We  have  been  assured  by  UNHCR  that  essential  services  such  as 
food,  health  care,  shelter,  and  education  will  be  maintained  at 
adequate  levels.   UNHCR  further  states  that  per  capita 
expenditures  for  Vietnamese  asylum  seekers  is  unchanged  from 
1992.   It  will  go  down  slightly  for  adult  asylum  seekers  in 
1994,  but  there  will  be  no  reduction  in  per  capita  expenditure 
for  children  in  the  camps. 

In  sum,  it  is  time  for  those  in  the  camps  who  are  not  eligible 
for  refugee  status  to  face  squarely  the  necessity  for  return  to 
Vietnam.   The  slight  adjustments  being  made  in  the  camps  by 
UNHCR  are  intended  to  stimulate  consideration  of  the  new 
reality  with  which  all  must  deal.   The  reductions  are  not 
intended  to  be  coercive  in  any  draconian  way;  rather,  they  are 
meant  to  shake  the  apathy  and  inability  to  make  choices  that 
characterizes  the  daily  lives  of  people,  some  of  whom  have  been 
in  camps  for  four  years  or  more.   The  measures  are  being  taken 
for  the  benefit  of  those  in  the  camps  and  do  not  have  the 
intention,  or  tlie  effect,  or  harming  asylum  seekers  or 
depriving  them  of  basic  essential  necessities. 

ERMA  Fund   I  am  also  interested  in  the  Emergency  Refugee  and 
Migration  Assistance  Fund. 

Have  previous  Administrations  historically  not  spent  all  of 
the  funds  provided  to  them  in  this  account? 
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Answer   Funds  appropriated  to  the  President  for  the  Emergency- 
Refugee  and  Migration  Assistance  Fund  are  to  be  used  for 
"unexpected  urgent  refugee  and  migration  needs"  when  the 
President  determines  that  it  is  "important  to  the  national 
interest"  to  do  so.   These  are  "no-year"  funds;  balances 
remaining  at  the  end  of  a  given  fiscal  year  continue  to  be 
available  until  expended. 

A  quick  review  of  the  Fund's  financial  history  revealed 
that  it  was  only  completely  drawn  down  once  --  in  FY  1980; 
although  it  came  close  to  exhaustion  in  1989  when  the  closing 
balance  was  only  $44,000.   In  every  other  year  since  the  Fund 
was  established,  there  has  been  a  more  substantial  balance 
remaining  at  the  end  of  the  fiscal  year.   A  brief  summary  of 
the  status  of  the  Fund  over  the  past  seven  years  (1986-1992)  is 
provided  below: 

KRMA  Fund  Summary 

Fiscal  Year      Drawdowns     Replenishments      Balances 

Clffing  Balance  $  6,000,000 

Replenishment  $14,000,000       $20,000,000 

Drawdowns        ($8,500,000) 

Adjustments  $    500,000 

Closing  Balance  $12,000,000 

Replenishment  $24,000,000       $36,000,000 

Drawdowns        $16,500,000 

Adjustments  $    644,000 

Closing  Balance  $20,144,000 

1989 

Replenishment  $50,000,000       $70,144,000 

Drawdowns        $70,100,000 

Closing  Balance 


$     44,000 


1990 

Replenishment  $49,785,000       $49,829,000 

Supplemental  $35,000,000       $84,829,000 

Drawdowns        $60,300,000 

Adjustments  $    174,000 

Closing  Balance  $24,703,000 
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Fiscal  Year      Drawdowns     Replenishments      Ba.l-anc.e_s 

15_9_1 

Replenishment  $35,000,000       $59,703,000 

Supplemental  $68,000,000      $127,703,000 

Drawdowns        $97,650,000 
Closing  Balance  $30,053,000 

195_2 

Replenishment  $49,261,000       $79,314,000 

Drawdowns        $69,200,000 

Adjustments  $  3,013,000 

Closing  Balance  $13,127,000 

UIA  Funding  Compared  to  Other  Refugee  Resettlement 
Organizations   I  have  a  question  for  Ambassador  Zimmermann 
which  is  intended  to  help  me  gather  some  information  about  the 
organizations  that  receive  grants  from  the  U.S.  government  to 
help  resettle  refugees.   I  am  aware  that  the  Administration  has 
requested  $55  million  for  the  United  Israel  Appeal  refugee 
resettlemnt  program  in  Israel.   Last  year.  Congress 
appropriated  $80  million.   I  am  interested  in  knowing  how  this 
action  compares  to  other  grant  recipients. 

Are  there  other  refugee  resettlement  organizations  other 
than  the  UIA  for  which  the  Administration  has  requested  less 
funds  in  fiscal  year  1994  that  the  Congress  appropriated  in 
fiscal  year  1993?   Which  ones? 

Answer   The  grant  awarded  to  the  United  Israel  Appeal  (UIA)  is 

the  only  grant  made  by  the  Bureau  for  Refugee  Programs  with 

Migration  and  Refugee  Assistance  (MRA)  funds.   All  other  MRA 

funded  resettlement  agencies  (i.e.,  those  engaged  in  supporting 

the  initial  placement  of  refugees  in  the  United  States)  are 

awarded  cooperative  agreements.   Under  the  terms  of  the 

cooperative  agreements  for  the  resettlement  of  refugees  in  the 

U.S.,  the  Bureau  provides  funds  on  a  per  capita  basis;  defines 

the  specific  services  to  be  provided  to  the  refugees;  and 

closely  monitors  the  voluntary  agencies*  performances  to  ensure 

that  refugees  receive  the  specified  assistance. 

Funds  to  support  the  resettlement  activities  of  the 
voluntary  agencies  engaged  in  carrying  out  the  U.S.  refugee 
admissions  program  are  not  requested  for  any  specific  agency. 
The  level  of  funding  required  is  based  on  the  estimated  number 
of  refugees  to  be  resettled  in  this  country  and  compliance  with 
specific  assistance  criteria. 
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The  Administration's  FY  1994  budget  includes  $55,000,000  to 
support  the  resettlement  of  Jewish  refugees  in  Israel  from 
areas  of  distress  throughout  the  world.   This  request 
represents  a  $5,000,000  increase  over  the  previous 
Administration's  FY  1993  request  level,  although  it  is 
$25,000,000  lower  than  $80,000,000  appropriated  by  the  Congress 
in  FY  1993  for  this  activity. 

The  Administration's  FY  1994  request  at  the  $55,000,000 
level  is  supported  by  a  sharp  reduction  in  the  level  of 
immigration  to  Israel  from  areas  of  distress  --  from  170,000  in 
1991  to  70,000  in  1992;  a  drop  in  the  number  of  persons 
resettling  in  Israel  from  the  former  Soviet  Union  --  from 
145,000  in  1991  to  64,000  in  1992;  and  the  expectation  that 
this  lower  level  of  immigration  to  Israel  will  continue  in  1993 
and  1994. 

CONCLUSION  OF  HEARINGS 

Senator  Hatfield.  The  subcommittee  will  stand  in  recess  await- 
ing the  call  of  the  Chair. 

[Whereupon  at  4  p.m.,  Wednesday,  June  30,  the  hearings  were 
concluded,  and  the  subcommittee  was  recessed,  to  reconvene  sub- 
ject to  the  call  of  the  Chair.] 
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